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Section I. Miscellaneous information supplied to Subcommittee No. 3 
by three primary aluminum producers ' 


(1)EINFORMATION SUPPLIED BY THE ALUMINUM COMPANY OF 
AMERICA 


Answers to questions submitted in a letter of July 15, 1955, from 
Hon. Sidney R. Yates, chairman, Subcommittee No. 3 of the Select 
Committee on Small Business, to Mr. D. Wilmot, Aluminum Co.npany 
of America, with respect to contracts between General Services 
Administration and the Aluminum Company of America providing for 
tenders of primary metal to nonintegrated users: 


Question 1. From the first quarter of the year applicable under the contracts, 
by quarters, until June 30, 1955: 

(a) Production from capacity subject to the contract provision. 

(6) The amount of metal computed by Alcoa as equivalent to the two- 
thirds to be available for Government and nonintegrated users combined, 
after any prior allocations. 

(c) The amount of metal assigned to Government call. 

(d) The amount of metal computed by Alcoa as required to be offered to 
nonintegrated users. 

Answers to question 1 (in millions of pounds): 








Year | Quarter (@) | 0) | ©! @ | Year |Quarter} (a) | (6) | © | @ 
1952 1} al@mle@oilaea 1954. 1} 9| 56] 2] 27 
| 2 9} @) | @ (1) 2; 110 64] 61 | 3 
3} 25] @) 1 @ | @ 3| 114] 69! 76] @) 
4; 35) (® | ® (*) 4} 118 70 80 | (3) 
100BW 4 <scct dames! 1 44} (@) | @) (‘) || 1955 l 118 - 
2; #2) 0) | a | a 2! 121 \era | 491 ‘50 
$0 ORL. Mie. 44 
4 


| | 97 | 49 | 18 31 || 
| ' ! i 


Prior to July 1, 1953, distribution was controlled by the Government under CMP regulations, which 
superseded the provisions of the contracts with respect to sales to nonintegrated users. 
Minus 7. 
3 Minus 10. 
4 Alcoa’s computations for the 1st 2 quarters of 1955 have been combined as the result of the issuance of a 
Government call applicable to the entire period. 





Question 2. From July 1, 1955, by quarters, until the first quarter is reached 
5 years from the effective dates of the contracts when, for all capacity affected, 
the amount of metal to be offered to nonintegrated users becomes constant at a 
level of 25 percent of contract capacity: 

(a) Capacity subject to contract provision. 

(b) Assuming no prior allocations from such capacity, the amount equal 
to two-thirds of capacity to be available for Government call and noninte- 
grated users combined. 

(c) The amount resulting from the changeover in the formula in each 
contract to the point where the 25 percent amount applies to each contract 
to be offered to nonintegrated users. 





1 This material consists of part of the replies of the companies to questions sent by Subcommittee No. 3; 
additional portions of the replies were used and appear in various forms in the report prepared by the staff 
of the subcommittee. 
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Answers to question 2 (in millions of pounds) :! 


Year 


1955 


1956_ 


1957. 





}Quarter 








! Answers to question 2 
contract periods. 


are based on operations at capacity, 


l % 
(a) (b) | (c)? | Year Quarter} (a) (b) (c)? 
3 | 10875 | 72.50:|..... | WW 05055%.: 3 | 108.75 | 50.00 8. 44 
4 | 108.75 72. 50 pie. | 4} 108.75 | 30.00} 15.94 
1 | 108.75 | 72.50 |... |} 1958 1 | 108.75 | 30.00] 15.94 
2 | 108.75| 72.50 |... | 2 | 108.75 | 30.00} 15.94 
3 | 108.75 | 72.50 |... lI 3 | 108.75 | 30.00] 15.94 
4| 108.75 | 72.50 |-_ | 4| 108.75 | 18.95 | 20.08 
1 | 108.75 | 72.50 |_- || 1959. a 1 | 108.75 |... 27.19 
2 | 108.75 | 72.50 |-.- | cst has 
| | | | | | 


and on contract tonnages rather than on 


2 The obligation shown under column (c) will continue on an annual basis with respect to each contract 


for a period of 15 years. 


Question 4. Prices: 
(b) Please state for the period January 1, 1949, to June 30, 1955, the base 
prices for the following items, and for each change i in price, the date of change, 


for— 


(i) Serap purchased by Aleoa—the most common grades of new scrap, 


indicating minimum quantity, and whether freight to Alcoa mill was 
extra or included. 


Answer. 


Alcoa’s base buying prices per pound, all applicable to minimum truck- 


load or carload shipments, except those dated June 29, 1951, which were applicable 


to quantities of 20,000 to 39,000 pounds, are shown below. 


was extra and was payable by Alcoa: 


Price change date 





Oct, 15, 1948_-- 
Apr. 11, 1949___- 
Apr. 20, 1949_._-- 


May 2, 1949 


June 20, 1949_ 
Oct. 19, 1949_-. 


May 17, 1950 


July 10, 1950_- 


Aug. 14, 1950 


Sept. 26, 1950_- 


Oct. 17, 
Feb. 
Mar. 9, 1953 


1950_ 


July 30, 1953__- 
Sept. 9, 1953... _- 


Sept. 24, 1953 
Oct. 5, 1953-- 


Oct. 12, 1953_- 
Dec. 14, 1953_- E 
Dec. 21, 1963_..---- 


Jan. 4, 1954__ 


Feb. 8, 1954___. 


June 1, 1954_ 
Nov. 8, 1954 
Jan. 17, 1955. 





13, 1953___- 





Question 4. Prices: 
(b) Please state for the period January 1, 1949, to June 30, 1955, the base 
prices for the following items, and for each change in price, the date of 
change, for— 











Freight to Alcoa mill 








Grade of scrap 
All | 
Low cop- | High cop- * 
—— per alloys | per alloys 7075 alloy | 1100 alloy 
| 

SE be hieeeiences Scie oa palenousiesuas~-sisas 

Sin < odes conn heeda sik} seGhe GUNES oo cckid tgs de 
JERTD bsp thiatinwsadns |----=-------|-------- oe <2 

nao 9.1175 | 98. 1998 |---.--.----- octet 
be Sdisost - 1075 SRE sot 539565305 sG~<- fies 
bina aceece - 1125  ibantedmamhsitns a0 oaiigule 
. 1200 . 1150 OO ae 
aneiinthtinhadl . 1250 . 1200 ___ Sonn 
. 1325 |. imibed pase - ~ “SRE adecenddlics 
o GED de <ccddb witenbhecskth cnex dE Banccecndilete 
ph ttinnm ee DE Tie itnwde con 
ME loewndthpneand Co ) 

SE Evna tea ratete (OEE Eoticecce 
SRE Beankdbasc-Setekeeosaeeen Te tesco. eles we 
L anise sth ohh Chidbiones th dies aeldebeidb. ee 
eae <> AOMEES dahil neitteaaesld dem ae <REED bineawoasye-~ 
SEE LhccnGaiekadaMinsegaamitede Py Pere 
pe cetantiemds |i ssc nnaels cee neamed |) per a 
wile tsdeis dada . 1600 SBD rin si snpdaion |e oan ts 
ie Sin ela . 1525 . 1475 (ROBO Manse sed. 
ns bemaneaies - 1500 | . 1450 - 1225 |..- Spain 
Ba ald . 1450 . 1400 . 1150 $0. 1500 
Sear eye oii . 1550 . 1450 SRE Pobne~ 8a naps. 
MDI LE} . - 1600 | . 1550 SBN 1 i. 4... 
med HSE - 1700 | 1650 » BARD Fe ceca - <4 4-- 


(ii) Tclling charges by Alcoa for eonverting— 


Serap into the oer conversion products; 


Primary metal into t 


e principal conversion products; 


Secondary metal into the principal conversion products. 





es 
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Answer. Shown below are tolling charges made by Alcoa for converting typical 


classes of scrap into typical specifications of the 


Typical specification. -_.............-..-. 





Mill-finish coiled sheet 


principal conversion products: 


Extrusion bil- | Foil stock, 
let, oes solid, re. ae 18, 
standar gal? | 0.026” by 
3003, 0.064 5052, 0.040 ’ , + 
diameters by 12’’-24”" by 12’’-24"" 12’’-48 “ coiled 
THRG CE ON I asc nkcdevectss mare Extrusion Shee 
| et scrap, 
— i | Sheet scrap, baled | briquetted 
Tolling charges per pound 
| } 
Price-change date: | 
Ns oe on cna tes iad @) $0. 127 | $0. 173 | $0. 086 
Pe EG scecieciusd os cbcnedudion $0. 038 Lae a nciewe Peli crest sidediisskerie _" 
ler Gar Geet sso 2 a2 ss race 2S . 039 ae Sve | - 
Sept. 29, 1950____. Sicha dia Dete taka dd diene, athtatmeed Seiten . 138 | . 185 | . 097 
secu sida d daanldetas cine Pe kcn sessed . 143 | . 192 | . 100 
Fs OI is oan ns own snnsncssngh .043 150 | 201 | . 106 
See G6 Gee. oes oc olsS. ---| . 046 aan nate sieeanad ania 
SN GE EDS hicacocdte dooce bad tedien onan ieee 154 . 206 | 109 
Aug. 5, 1954._._... 1s eomlebades ae ey ee Alin t= -byalipiare> | Ds npeshhtinle tin 
i AS | Ree ae dihienes . 158 211 | 112 


! Price in effect on Jan. 1, 1949. 


? Prior to Aug. 22, 1950, tolling charges under this category were determined on the basis of individual 


transactions. 


Shown below are tolling charges made by Alcoa for converting primary metal 
into typical specifications of the principal conversion products: 


Extrusion 
billet, 6063 
Typical speoification....................sciuia solid, 
standard 
diameters 
Price-change date: 
en aetna $0. 028 
COG. cer eeee SEU AB) . 029 
Eo gidda sv cinchcapesnscccecnctaaiieiwes=taenel 
PT in 5 Tia cad cis sab core ieee ch ee nick ek 
ya RR Rp A a aE AD a . 033 
ER RED De 8 Re Oe Le . 036 
July 20, 1968............ npbnneeahared oie ek sak cones 
PE i dtp ten h cheno h deans - 040 
RES Win SIE bth a ies: 132g Garon die ones minke amelie 


! Price in effect on Jan. 1, 1949. 








Mill-finish coiled sheet Foil stock, 
1145-H18, 
| 0.026" by 
3003, 0.064”” | 5052, 0.0407” 12’’-48'", 
by 12’’-24” by 12’’-24” coiled 
i saiciatadtealiiaatenibeheaitiniastadl 
$0. 102 | $0. 148 $0. 066 
i ii. ees =| (ORT 
118 167 080 
125 176 086 
er ee 19; #.181|; © ©«.089 
ee 13 | te “a; 


Shown below are tolling charges made by Alcoa for converting secondary metal 
into typical specifications of the principal conversion products: 


Extrusion Mill-finish coiled sheet Foil stock, 
billet, 6063 1145-H18, 
Ty I a in nnn hn oa ccc cee dcace solid, 0.026" by 
standard 3003, 0.064’’ 5052, 0.040’’ 12’’-48”", 
diameters by 12-24” | by 12’’-24’ coiled 
Price-change date: 
Sa on nc dbnns ss cownkensendonen Ce nauainmaie 
UE. wasnteneuneaeybintomtenin $0. 031 $0. 105 $0, 151 $0. 069 
a a ee a eee ao oe a De oe awn eem 
apes me teen es SA 2) OU Ed OP Ms A ted 116 . 163 080 
me. BOeeeiiiie. 20s13. exiicusl oil). in ys sstutl ay 121 . 170 083 
in cnn oka in cnekscwbod saunas 036 128 .179 089 
ei i a nwo abimbiinlsinemaccaate og Oa api iad: ty sen eect Seale seam SA tape 
in a ea ey 132 . 184 092 
A innit innccnnindcnangacann NE en tei cea hak ae ot ie Reka op cite ancmen 
SE I cl kp tn canna teh ce seta aad 137 . 190 096 


! Price in effect on Jan. 1, 1949. 


? Prior to Aug. 22, 1950, tolling charges under this category were determined on the basis of individual 


transactions. 
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Question 5. Markets: Please submit the various estimates of United States 
aluminum demand given by Alcoa to the Office of Defense Mobilization and other 
Federal agencies since June 30, 1953. 

Answer. Alcoa informally submitted estimates of civilian demand (estimated 
shipments) to ODM in February 1954, and to BDSA in February 1955. The 
estimates were as follows: 

{In millions of pounds] 


Estimate of- Estimate of 








February February | February February 
1954 1955 | 1954 1955 
ph naemichesines meena biennale lla casenhlnmticanpsieenenied eialehornidliiiain 
SO iccidiaiaitaeanen DRA scsrteenitetiii ii 3, 200 | 3, 200 
Bsa cactheitdck: cla Bleminaen i 9 Best. a peacnnydaees baer 3, 400 3, 500 
«eS eee 2, 600 12,965 a issih § Gt conn aol Rintinish comainiarn ate 3, 700 
ee ee. 2, 900 | SB cake bawesecenecsin 4, 000 
! 
1 February 1955: 
Millions Millions 
i, ee ee ..-pounds.. 735 | hell EE ee pounds.. 710 
2d quarter_......- nots bane eee do.... 760 4th quarter............... astccay do.... 760 


Question 2 (revised table 2). Revise and extend table 2 to show by years, 
beginning with 1946, and by months, January through June 1955, the distribution 
of the total supply of Alcoa, broken down as follows, in millions of pounds and 
percentages: 

(a) All metal put by Alcoa through at least one processing stage in semi- 
fabricating and fabricating plants, or added to inventories (excluding metal 
sold by Alcoa and then tolled or converted for customers). 

(b) Sold by Alcoa as primary metal in pig, ingot or billet form to domestic 
non-integrated users (excluding metal sold and then tolled or converted for 
customers). (See note below.) 

(c) Sold by Alcoa in some form beyond the pig, ingot, or billet stage and 
then tolled or converted for domestic customers. 

(d) Sold by Alcoa as primary metal in pig, ingot, or billet form and then 
tolled or converted for domestic customers. 

(e) Sold as primary metal to United States Government— 

(i) Stockpile under GSA contracts, per request by GSA; 

(ii) Pursuant to Alcoa’s request to take aluminum under GSA 
contracts ; 

(iii) Other purposes, if any. 

(f) Otherwise distributed (specify each class of distribution and give cor- 
responding figures). 

(g) Total supply distributed (should agree with total of revised table 1.) 

(h) Division of total supply of column (g) into— 

(i) Exports of primary pig, ingot, and billet; 

(ii) Exports of secondary or recoverable content of scrap; 
(iii) Exports of other products; 

(iv) All domestic disposal of metal. 

Notre.— Figures presumably similar or identical to those belonging in column 
(b) above were given to the House Judiciary Committee in testimony of I. W. 
Wilson, February 2, 1951, pages 628 and 649, as follows: 


Pounds Pounds 
STEN shicciinsinisilslp thadehdesade amapeeeae dea MR I i aa) a on dba cea calla 132, 321, 000 
ROG . = 2 ne asin sac dca | Se enc os cadaton snacce 168, 144, 000 
SOG Se 2 RW Foe 5. 192, 741, 000 


Also, see Alcoa’s answer to Department of Justice interrogatory No. 1, table ITI 
as amended to March 2, 1954, page 2, for 1949 to 1953. If any figures su plied 
for revised table 2, column (b) differ from any of the figures thus supplied else- 
where, please explain discrepancies. 





<r 
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Answer. Revised table 2: 


465 


TABLE 2.— Distribution of total supply by years, 1946 through 1954, and by months 
since January 1956 


{In millions of pounds and percentages] 


. | 
(a) 
| Processed in fabri- 


| eating plants or 
| added to inven- 





| 


| 


| 





(b) 


Sold as primary 
metal in pig or 


ingot form to | 


(c) and (d) 
} 
| 


Toll conversions ! 
































tories ! ee 
eee te — 
i 
| Weight | Percent | Weight Percent | Weight | Percent 
mee meee ee eet —| — — } ee 
| ae 590 | 74 171 | 21 |. 
WE .508908¢beaass Bow ‘ : ; 782 | 81 | 181 Pe Witcea<<enndl 
18. S408. nd-: 4 Lai 726 | 77 201 i a 
1600. 242541. 626 80 | 150 | ei anal 
10 = cats Site 872 | 82 | 183 | 17 | 
1951 ‘ a | 2771 75 | 147 | 15 | 
1952_- 3945 S6 139 | 13 | | 
1953 31,253 81 153 | 10 
UN hia a 3 922 5s 145 | 9 f 
1955 —January . cobabilieaia 90 | 6R | 14 | 10 | 
et ae eee 
SG =i: SSS 105 | 7 | 22 | 63: —- | 
May 3 5 NY act 93 66 | 28 20 |... 
TOM cae sensained . 107 72 | 27 18 |--- c 
| 
(e) 
Sold as primary metal to U. 8. Government 
(i) (ii) (iii) 
| | 
| Stockpiled under | Pursuant to Alcoa’s | 
-| GSA contracts request to take | Sian omeneme 
per request by aluminum under | on paepeen 
GSA GSA contracts 
| Weight | Percent | Weight | Percent | Weight | Percent 
j | | 
onneenasipliipentititalsdsiibtalels--taa scialataccihnenars asacch eat cpeatatinitaeaiae tice - | Sia Aabnicllseapticindvastacetonieiptiaeiaanaeitan 
Redd ec Ra wenen nap cama’ nahin aioe 
Be. LC ST ROLLX...db eee ee | 
SO Skip nich Me Stil = hin deh had |. ; 
SEE cowesseoteal | | . } 
1950 
WR. .....9us dish -5- 
SE scncaued don <p eas s ‘ 
1953 le aa 1. a a> Bee Jas i 
Wiiustaimawnsthons-~ | ‘ | ‘ 
1955 —January te |. rr 
ES 9 fo seh tt or th ak ere, CE en eee pete ee Beene ee es 
ne ee cee ce cen dut tent st Ee ed 2a ae eee] 
ponte teal a hl ee ee eae yet oie ae ree Se Le bs, 
Se ete Pee STIL Ay eT RN Tay pilere? per Shs aot a 
ROE EL BS LN Yo ae e 4 Aeon 3 i a8 


See footnotes at end of table, p. 466, 
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TABLE 2.—Distribution of total supply by years, 1946 through 1954, and by months 
since January 1955—Continued 


(f) 
Otherwise distributed 


| | 






































| Exchange | Total 
: | Exports of a 
Sold to | primary | Ingot for | tions with | 
| domestic | vig, ingot destructive | Scrap, other pri- | 
producers, | oe billets uses, weight | mary a - | 
weight weight | Welght eam, | Weight | Percent 
weight | 
ae eee ons | | | 
ines 39 ; 2 oat 41 | 5 
1947__. ‘ abe boul 3 | PP va 4 | 
Pi trtid earnepinis ‘ i Sade bo iieatie eesti 3 1 7 ll | 1 
BR cemne ; a 4 1 ° 5 1 
1950. 1 | 7 Acct 10 1 
1951 __- 11 | 1 | 7 2 | 2 | 23 2 
1952-_- 6 | 7 2 | 2 17 1 
1953 cad 2 1 | 8 1 2 | 14 1 
ROE shicncen gs : oul 1 | 3 1 | 2 7 
1955—January -|- nines Jewtouons | 
February aol [be --.-s. | 
March. - ----.- : SUC «on no eb Sen ebatinke ocemuieg easrrewuniowsos we leatenchhe 
April__ - : ; av nsingekalbencece lien dipewsnepeloneen sents senesee 
May ae SO cabins cancbhotetens ane Dilee was eau SF ck adie er tae o soe de aw s Sele 
PUD in Sin id Bi. si G8. ie ces BF hosdesent lebolinceten SWI aes. 
' i | 
| (9) | (h) 
Division of total supply of column (g) into— 
Total supply i) | (ti) (til) (iv) 
distributed | | 
~s ° Exports of Exports of | | ; 
weight‘ | primary pig, | secondary or | Exports of one 
| ingot,and | recoverable | other prod- | of ceaaal 
| billets, content of | ucts, weight | oiontd 
| weight scrap, weight | e 
sce * | Z | ee ‘ Resales ikscaea tenis Se acess pnidhccidaginscanabsians 
oo , AU eesti! aed [ ABaR2EL Sk a ee 23 
tenses Aad users) iu Lodi abate BRE et stW2h. OP Eads o-0cs04- 
ers vacigimiacidniasika pacgilllienattohiog on sealed Sofi bed hittiteinalbtah > Gaaleae ool Ra ‘Eegiage 
BOR « scacesibbinnt ' sgpstvasticeeie aonaaie on ees 
1950. __-_- eS og RPI AB bie ee ce | ot os 14 |. ; ‘ 
i aikianinnsiaifenianie ; .| Dili cuerntcn | Pi Msiceiamectinieish cccteenit 
Pin accughe aed ‘ aes ixewkecibcaan dhgace SD titi. cnsinitne 
ee ee ‘ paws — Biceceescianeae RO | - 
1056. . ...5<4 ‘as hucqeenemall stceebsalpoal D Secncmmaigsnhstingl a 
1955—January Ss Scie daddn Hibs ecetinwd awe foe ce sesso see Os ess ks SR 
February __------- badat miliaris fe dikad Nii weil siete nahi sie | SS 
ee ee —— plas = $e aiemnins sqrghitnds seca = B facescsccenedbi 
a eee con etharhes Pha o mie autuildwrata Dhiba aaaniainre caret Ddndtewkstinanslle 
May ------- pi iceee yee dekh |--------------]----------2--5 Ddesscciexdsancee 
POMS castidas Sen ee ee Lehi ethicsinwsinintanpiawsundtlante S feanaconasoachd 
| 











! The figures in columns (a) and (6) make no exclusion for metal, if any, sold by Alcoa and then tolled or 
converted for customers. Alcoa maintains no records from which any such exclusion can be made and makes 
no attempt to record the source of metal which is tolled or converted for customers. Consequently it is 
impossible for Alcoa to make the requested exclusions in (a) and (b) or to re any figures for columns 
(c) and (d). The amount of material handled by Alcoa on a toll or conversion is, regardless of the source 
of that material, all of which is included in columns (a) and (6) is as follows: 











[Millions of pounds] 

‘ . ud. 

| Toll or conversion metal Toll or conversion metal 

| included in— | included in— 

| Column (a) | Column (6) Column (a)| Column (6) 
ceils in iia cosarevasvcnioce 3 | 7 Mls aivactivwadewaxtnaiie 61 31 
DE Kat hivietncannbatnd 2 12 || 1955—January-.-......- 3 3 
aa 2 20 February.--.----- - 2 
SABRC ae 7 22 inticscoan 2 1 
See 27 23 I cierto ayes sched 3 3 
RRR epee 65 35 re ese 2 | 3 
RN ds cescanecrkciesictx touacscaneal 35 21 POD cian gett 3 3 
ish dices ndsbaiedmaee 56 41 


2 Includes 8 million pounds of sheet shipped to Government — 
3 Includes sheet withdrawn from Government stockpile and added to inventory. 
‘ Figures omitted to avoid disclosing stockpile data 





a 


Oe 
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Reconciliation of revised table 2, col. (b) with: (a) I. W. Wilson testimony Feb. 2, 
i ; (b) Department of Justice interrogatory No. 1, table 3, as amended to Mar. 2, 
1954 























[Millions of pounds] 
| | 
| Plus: | | Plus: 
| | Seld to 5 Exchange , 
| ovr | Plus: I. W 
| Plus: UO. |) Ei trans- Minus: FAs 
: Exports | Plus: tame | AN Wilson 
| Rariegd | sold to | Govern: | ‘of ig, | Ingotfor| etions | Tolland | teqt, 
| col, (b) | tie pro- other | of ‘ro other | sion Feb 3 
| ducers | than be | primary | __ sales * hi 
| | stock- | billets pro- | 1951 
| pile | ducers | 
ain a a — | —— | = an 
(A) | | | 
I. W. Wilson testi- | 
mony Feb. 2, 1951: 
$606 Us, boticusis 171 Wihsl A sisiz b. sabiadecers le sh a! oes 7 205 
ae id dobar cpaiey a stricta ols apeen ean: fie---srhrr | ears | 12 172 
iieteacoesnasth. a Genalhemate Wi lenwuaeones 3 7 20 192 
Bee. AS aso stk Pes BE si ise. Oiliassccitc! 22 133 
ees si 2 as 2k 183 hn ciple thd Ber teres } 1 | Dike $e acidend 23 168 
| | | | ons 
Depart- 
ment of 
| | Justice 
inter- 
| | | rogatory 
| | | | | No. 1, 
| table 3 
| i | | 
*(B) 
Department of Jus- 
tice interrogatory | | 
No. 1, table 3: | | 
Sie Te ik acai iak rac Ell veers hen Ola ceenat 22 132 
A ndtmece tee WD. boc adc oasuiasbesbatsebesoauetnes W tekadencdas | 23 167 
a eee ae dl ee Seis data bl Sidnbiaee 3 < Th apawtast d | 35 119 
| eee 139 |--2+------|---------- DD epiinnteisiin DF ie a scniatite 21 | 126 
Mee cnn sory BN lenetcneesiinsss math Se eeas iene 41 | 120 





1 Does not reconcile due to rounding off in millions of pounds. 


Question (supplement to revised table 2). In the original table 2, Alcoa listed 
in column 3 the sale of primary metal other than pig or ingot to nonintegrated 
users, in the form of reroll slab, reroll coils, foil stock, redraw rod, forging stock 
and tube blooms. In the revised table 2, the intention is to include such metal in 
column (a) as metal given some processing beyond the primary stage. 

(a) Please supply separately an extension of these figures to include the 
years 1946 to 1954 and the first 6 months of 1955. 

(b) Does Alcoa regard all this metal as moving into channels that later 
compete with Alcoa? Is any of this metal semifabricated into shapes, dimen- 
sions or products that Alcoa does not make? 

(c) Can Alcoa submit actual or estimated figures in pounds of various 
products sold to nonintegrated users which are then used by the nonintegrated 
users to produce products that compete squarely with products that Alcoa 
makes or could readily make? 

If so, please submit such figures for any recent year, 1954 preferably, show- 
ing the total amount of metal processed in each form by Alcoa (excluding 
pig, ingot and billet), the amount of each form sold to nonintegrated users 
that becomes competitive with Alcoa, and the amount that does not become 
competitive, broken down as far as possible in such classes as reroll slab, 
reroll coils, foil stock, redraw rod, forging stock, tube blooms, sheet, extru- 
sions, ete. 
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Answer. (a) Sales of primary metal other than pig and ingot to nonintegrated 


users, in the form of reroll slab, reroll coils, foil stock, redraw rod, forging stock, 
and tube blooms. 


Millions Millions 
Period of pounds Period of pounds 
Mee ce aes Fe ee ose kc eee 118 
ee Ee ee eee rest 76 | 1955—January--__.....---.------ 13 
oo RT RE 4 ep ee ee 93 PNET . foots. 2 Lek 9 
SO oo kenge LEE ao wee ee eo iwaimmaaen il 
DR a ees < ae 2. Se EE ot Ee ee . 
ee) ee Dies SIP ere id ara 102 | ee Feige 12 
Se ee et — wens. i... baaiha ase al eens 12 
ae ee 132 | 


(b) and (c) While Alcoa knows, as a matter of trade knowledge, that many of its 
customers for these forms of aluminum make products which compete with prod- 
ucts made by Alcoa, and that very substantial amounts of such forms of aluminum 
move into channels that later compete with Alcoa, Alcoa cannot regard all of such 
metal as moving into such channels. While Alcoa believes that some of this metal 
may be semifabricated (or fully fabricated) into shapes, dimensions, or products 
that Alcoa does not make, Alcoa has no actual figures and cannot estimate figures 
in pounds of the various products sold to nonintegrated users which are then used 
by the nonintegrated users to produce products that compete squarely with 
products that Alcoa makes or could readily make. 


ALUMINUM COMPANY OF AMERICA, 
Pittsburgh 19, Pa., September 12, 1956. 
Re hearings of Subcommittee No. 3 on Minerals and Metals of the Select Com- 
mittee to Conduct a Study and Investigation of the Problems of Small 
Business. . 
Hon. SipngEy R. YATES, 
Chairman, Subcommittee No. 3, 
House Select Small Business Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Yates: Enclosed please find answers to questions Nos. 1 and 2 in 
the attachment to your letter of July 25, 1955, to Mr. 1. W. Wilson. 

We have discovered an error in the answer submitted with my letter of Septem- 
ber 2, 1955, to question No. 3 in the attachment to your letter of July 25, 1955, 
to Mr. Wilson. The figure for the original capacity in plant and facilities as 
purchased from the United States Government with respect to extrusions should 
be (expressed in thousands of pounds) 42,860, rather than 40,008. Would you 
please note this correction on that answer. 

I am quite sure that it is thoroughly understood but, in order that there will be 
no mistake, I should point out that in answering your questions as to fabricating 
capacities we have estimated capacities for the average pattern of business and 
for equipment installed and ready for operation. Intermediate production 
capacity, which results when one fabricated product is used in manufacturing 
another, has been excluded. This was stated in a footnote in the answer to ques- 
tion No. 3 in the attachment to your letter to me of July 11, 1955, and applies 
as well to fabricating capacities given in answer to question No. 3 in the attachment 
to your letter of July 25, 1955, to Mr. Wilson. 

With cordial regards, I am 

Sincerely, 
ALUMINUM COMPANY OF AMERICA, 
D. Wiimot, Vice President. 





ALUMINUM INDUSTRY 469 


Questions submitted in letter of July 25, 1955, to Mr. I. W. Wilson 


Question 1. Please state the total assets in dollars, before depreciation, as shown 
by the balance sheet of Alcoa as of December 31, 1954, and as of December 31, 
1939. Please state for the same dates the book value of common stock and surplus 
(common-stock holders’ equity). 

5 Answer. Total assets, before depreciation, as shown by the balance sheet of 
leoa. 


a i aos aan a Ge oo eee pA Eid Rig Bit thee eo TE Spaty $1, 468, 088, 788 


Ne as oc at te a ceed ae ah ect on onl oan 348, 328, 350 
Book value of common stock and surplus: 

Ie ais, Us i ao ta ne $388, 845, 068 

OU, cs tas. eee is ttehaes Saas xeneiitea tee oiiaseiateers"e ae camels aoa 58, 784, 665 


Question 2. Please state the following information since January 1, 1946: 

(a) Dollar volume of each loan and total for all loans made to Alcoa or any 
subsidiary by the United States Government or agencies thereof, giving for 
each loan. 

(i) Ageney or Government; 
(ii) Date loan became effective in part or whole; 
(iii) Prineipal purposes of loan, e. g. bauxite production, cargo ships, 
alumina, aluminum production, refunding indebtedness, etc.; 
(iv) Interest rate or rates; 
(v) Number of years for maximum term of loan; 
(vi) Whether principal payable in other than cash—e. g. in alumium, 
bauxite, ete.; 
(vii) Of repayments made to December 31, 1954, on the principal— 
(a) Amount paid in dollars; 
(6) Amount paid in kind (specify tons or pounds of the com- 
modity, and dollar value of payments) ; 
(viii) Amount outstanding on December 31, 1954: 
(a) Amount repayable in dollars only: 
(b) Amount repayable in kind (specify tons or pounds of each 
commodity, and maximum dollar value repayable). 

Answer. The only loan made to Aloca or any subsidiary by the United States 
Government or any agency thereof since January 1, 1946, was a loan in the 
amount of $4,600,000 by the United States, acting through the Administrator of 
General Services, by agreement dated November 21, 1950. The loan became 
effective on January 11, 1951, the date the first advance was received. The pur- 
pose of the loan was to place in operating condition certain idle aluminum-pro- 
ducing facilities at the Badin, N. C., and Massena, N. Y., works of the company 
which were not normally operated by Alcoa because they were competitively 
uneconomic, primarily because of the unavailability of electric power at a com- 
petitively justifiable price. The rehabilitation of these facilities was in connec- 
tion with the purchase by the Government, for stockpiling, of the output of these 
facilities in an aggregate amount of 672,250,000 pounds of pig aluminum. The 
interest rate was 4 percent per annum on all unpaid balances. The term of the 
loan was approximately 4 vears. The principal was repayable in cash by credit 
against the purchase price to the Government of the aluminum purchased under 
the contract, and repayment of the principal was made in cash in the amount of 
$4,600,000 prior to December 31, 1954. 

Question 2. Please state the following information since January 1, 1946: 

(b) Of the total assets, undepreciated, of Alcoa, on December 31, 1954: 
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Answer 


(i) Total dollar amount of plant and equipment, undepreciated_ $1, 124, 384, 764 
(ii) Total dollar amount of plant and equipment, undepreciated, 


that— 
(a) Was purchased from the Federal Government, 
giving— 
Ist, the total purchase price_____ wiubbess. lu 15, 846, 526 
and 

2d, the value as recorded on books of the com- 
pany at the time of acquisition__________- 15, 846, 526 

(b) Is now leased from or owned by the Federal Gov- 
OUTING 6. nono cc totes None 


[Note.—Plant and equipment which are now leased 
by Alcoa from the Federal Government or owned by 
the Federal Government do not constitute assets of 
Aleoa and are not carried on its books as assets. In 
addition, we do not have information as to the unde- 
preciated dollar value of all of such equipment.] 

(iii) Total amount of tax amortization certified since 1939 
(authorized amount), giving Ist— 


Amount applicable to total assets on Dec. 31, 1954___- 449, 544, 389 
and 
Balance of amount to apply to plant and facilities not 
vet on books as of Dec. 31, 1954________________- 32, 795, 256 


(iv) Of the total price of plants and equipment purchased from 
the U. 8S. Government, the total maximum repayments 
possible in dollars, by settlement in aluminum or other 
materials (specify which type of material) _____._____-- None 


(c) Supply transactions by the United States Government since January 1, 
1946: 

(i) Amount in tons of bauxite and dollars purchased by Alcoa from Government 
reserves, separately shown for each year. 

Answer: None. 

(ii) Amount in pounds of aluminum and dollars purchased by Alcoa from 
Government reserves, separately shown for each year. 





Answer: 

| Pounds | Dollars 

| ———$—$—$— | 
1946, Reconstruction Finance Corporation.---......-...-.-.-.--------------- 126, 686, 076 18, 023, 551 
1947, Reconstruction Finance Corporation. _............-.-..---..-.-----.-.. 88, 035, 905 12, 505, 423 
1948, Reconstruction Finance Corporation_____.---- sei hl ei Baan, 11, 572, 008 1, 650, 367 
1952, General Services Administration _.........-.............--2...--..-. of. 17, 649, 528 4, 197, 445 
1953, General Services Administration ___.........-.....---.-...-------- Ji 352 11, 653, 919 2, 993, 796 
1954, General Services Administration -_--_..-....-.-.-- 30 eR es oe Ee 517, 069 217, 623 
1955 (1st 6 months), General Services Administration__.-...............---.- 109, 042 48, 481 


256, 223, 547 39, 636, 686 





Note—An aggregate of 7,596,244 pounds of aluminum sheet included in the above figures, being all of the 
purchases during 1954 and the Ist 6 months of 1955 and substantial amounts of purchases during 1952 and 
1953, were deliveries taken in those years under a repurchase of a total amcunt of 8,094,541 pounds of alumi- 
num sheet which had originally been sold to the Government by Alcoa in 1951. More than an equivalent 
weight of aluminum pig was deliveredjto}the{stockpilefin replacement of such sheet. 
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(d) Sales of primary aluminum by Alcoa to United States Government for all 
oe cena in pounds and dollars, separately shown for each year, since January 1, 
1946. 








Answer: 
Dollars 
1946 0 
1947 0 
1948. 200, 101 
1949 167, 136 
1950 0 
1951 15, 261, 796 
1952 323, 248 
1953 24, 326, 063 
1954 -| 105, 067, 197 
1955 (1st 6 months) 23, 951, 567 


Norte.—*Primary aluminum”’ is construed to mean pig and ingot (including fabricating ingot). The 
amounts shown above for 1948 and 1949 are sales of pig and ingot to the U. S. Government out of Alcoa’s 
Washington office. All other amounts shown above represent pig shipments to the stockpile, including 
8,098,432 pounds of pig aluminum delivered in 1953 and 1954 in replacement of an approximately equivalent 
amount of sheet purchased from Government reserves. 


1 Stockpile sales omitted. 


Answer to letter of Hon. Sidney R. Yates, dated August 1, 1955, to 
Mr. Frank L. Magee 


Question 1. In millions of pounds for each year, 1949 through 1954, and for the 
first 6 months of 1955, Alcoa’s total sales of semifabricated and fabricated 
aluminum in 2 categories: 

(a) Sheet 
(b) Other fabrications 

Exclude any primary metal in pig, ingot or billet form, and exclude material 
furnished under toll or conversion arrangements. 

Include sales to domestic and foreign buyers. 











Answer: 
; = ; 
(a) (b) (a) (b) 

ih bei ———_|_—_—_—_______—_—__. poh Anantncganent 
TN ee se cedate aatocnenee = 242 Sr eee ee LE, 5H 442 572 
I Sic. Glau sdibbidas dba 410 | LISTS TN ADT as 368 483 
UN FUE ee sh haseaennaed 319 449 || 1955 (Ist 6 months)... __._._. 286 | 313 
aA chtridenteinns iii 316 541 | 


| | 
| 


ALUMINUM COMPANY OF AMERICA, 
Pittsburgh, Pa., October 13, 1955. 


Re hearings of Subcommittee No. 3 on Minerals and Metals of the Select Com- 
mittee to Conduct a Study and Investigation of the Problems of Small Business. 


Hon. Sipney R. Yarss, 
Chairman, Subcommittee No. 3, House Select Small Business Committee, 
House of Representatives, House Office Building, 
Washington, D. C. 


Dear Mr. Yates: Under date of September 21, 1955, you asked us to let you 
know ‘‘the total amount of power subsidies received by Alcoa from the Federla 
Government.” 

We assume that you refer to those instances in which General Services Adminis- 
tration has contracted with us to smelt aluminum for the account of the Govern- 
ment in plants or portions thereof which would not otherwise have been used by 
Alcoa because of the unavailability of power at a price we felt we could pay. 
Under these agreements, Alcoa agreed to operate these otherwise idle facilities 
for the production of aluminum for the Government and the Government agreed 
to pay the market price of the aluminum so produced and to absorb power costs 
above a negotiated figure. At Badin and Massena the Government bore the cost 
above 5 mills per kilowatt-hour and elsewhere the cost above 4 mills per kilowatt- 
hour. 


70669—56—pt. 2——2 
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These agreements began in 1950 but have now been terminated or are inopera- 
tive at all plants except Massena (where the arrangement continues on a reduced 
basis through December 31, 1955). The aggregate amount of these power costs 
paid by the Government at all plants of Aluminum Company of America from 
1950 through August 31, 1955 (the last date for which figures are available) was 
$28,685,082. This money was spent to produce for the Government 841,197,630 
pounds of aluminum which would not otherwise have been produced. 

Very truly yours, 
ALUMINUM COMPANY OF AMERICA, 
D. Witmot, Vice President. 





(2) INFORMATION SUPPLIED BY REYNOLDS METALS CO. 


RrEYNOLDs Metaus Co., 


Richmond, Va., October 12, 1955. 
Hon. Sipney R.YatTss, 


House Office Building, Washington, D. C. 


Dear CONGRESSMAN YATES: We understand that Congressman Henderson C. 
Lanham has written your committee regarding the relationship of Reynolds 
Metals Co. with its customer, the Dixie Corp. of Rome, Ga. 

For you information, there is attached hereto a copy of a letter dated October 4, 
1955 from Mr. J. M. Stuart to Mr. Brett Holmes of the Dixie Corp. fully setting 
forth the facts in the matter. 

With best wishes, I am 

Yours very truly, 
MaxweELL Caskip, 
Assistant Vice President. 


REYNOLDS Merats Co., 


Richmond, Va., October 4, 1955. 
Mr. Bretr Houmgs, 


Dixie Corp., Rome, Ga. 

Dear Brett: Mr. David Reynolds and I have discussed your letter of Sep- 
tember 23 to Bob Spitz, Senator George, and Congressman Lanham. I welcome 
the opportunity to reply. Your letters greatly surprise me. They indicate a 
serious misunderstanding on your part. 

So that our position may be thoroughly understood, for purposes of clarifica- 
tion, I shall enumerate our comments. 

1. You complain of our new form of contract. It differs from the contract 
which presently exists between Dixie and Reynolds in that the latter type of 
contract is a requirements-type contract, whereas the new contract form is based 
on fixed quantities. Our reasons for adopting the new form are very simple. The 
requirements-type contract has incurred for us the ill will of both contract and 
noncontract customers, During a period of slack demand, the requirements of 
contract customers would be relatively small. We would cultivate noncontract 
customers to dispose of our output. The business cycle would change. Demand 
would suddenly increase. Contract customers would call for large quantities of 
metal. Noncontract customers would also require larger quantities. To fulfill 
our obligations to our contract customers, we would have to curtail sales to non- 
contract customers who purchased from us when contract customers failed to do 
so. We could have to curtail these noncontract customers during periods of 
searcity. Thus, we would incur their ill will. At the same time, contract cus- 
tomers would expect preferential treatment because they were contract customers. 
We could not grant this treatment because we felt an obligation to noncontract 
customers. Because we could not meet the demands for preferential treatment 
by our contract customers we incurred their ill will. Thus, the use of the require- 
ments-type contract has actually damaged our business relationships with contract 
and noncontract customers. 

To illustrate the foregoing, consider the purchases of Dixie during 1954 and 
1955. During 1954, we had so much metal available that we had to ask the 
United States Government to purchase some of it in order that we could dispose 
of it. During the last 7 months of 1954, Dixie purchased 1,301,084 pounds from 
Reynolds. In 1955, the business cycle completely changed. During the first 7 
months of 1955, Dixie purchased 2,136,184 pounds which we were obligated to 
sell. Dixie’s purchases during the first 7 months of 1955 were almost double 
those of the last 7 months of 1954. ‘ou can recognize the position we are placed 
in with regard to noncontract customers which we cultivated in 1954 and who 
made purchases from us when Dixie and other contract customers had no use for 
the metal. Many of these noncontract customers have written to their Senators 
and Congressmen complaining that we were arbitrarily refusing to sell them metal 
which they needed. We have gone to the Government several times in 1955 to 
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request a reduction in stockpile calls in order that we might have enough metal 
to take care, at least partially, of the needs of all of ovr customers. 

We believe that the adoption of a contract form calling for the purchase and 
sale of a fixed quantity of metal, during both periods of abundance and scarcity, 
will avoid many of the difficulties which we have encountered by using a require- 
ments-type contract. We obviously could not continue a policy, the effect of 
which was to antagonize our customers. Our new contract form will enable vs 
to plan production, know at all times our oblization to our contract customers 
and determine the amount of metal which we shall have available for those 
customers purchasing on an individual purchase order basis. Contract customers, 
noncontract customers and Reynolds will know at all times where they stand. 

2. In your letter to Bob Spitz, vou state—that Reynolds is in effect forcing 
you to sign a new agreement—that in your long business experience, you were 
never exposed to the choice presented in our proposed contract to you—that we 
have insisted upon a firm commitment from Dixie—that our cancellation of the 
present requirements-type contract implies a discontinuation of business relations. 

Have we forced you to accept the new form of acreement? 

On the contrary, we have extended to you the courtesy of offering you the new 
form of agreement. We have done this because we have had a reqv irements-type 
contract with you. We have not arbitrarily canceled the req: irements-type 
contract. In its place, we have offered you the revised firm-quantity-type con- 
tract. We have offered you a sure source of supply during a period of scarcity. 
At the same time, we have explained to you that if you do not elect to execute the 
fixed-quantity-type contract we would be pleased to carry on business with you 
on an individual purchase-order basis. 

What is this dreadful choice with which you have been presented? 

We have offered to do business with you on a contract or noncontract basis: 
The contract which you have thus far not elected to sign has been signed by 90 
percent of those customers who had requirements-type contracts with us. We 
anticipate that the remaining 10 percent will choose to sign in due course. We 
have a long waiting list of customers who are most anxious to sign this type of 
contract. We have refused to offer this contract to these customers until such 
time as we know what action these customers with whom we hae had require- 
ments-type contracts will take. We feel an obligation to this group of customers, 
which includes Dixie. We have offered you the choice of a contract generally 
accepted and desired by many or doing business with Reynolds on a noncontract 
basis. 

What firm commitment have we asked Dixie to make? 

When the contract was presented to you, you were cautioned to gage your 
reeds realistically and to request a quantity which would not be in excess of a 
cuantity which you could use at all times. You requested a relatively large quan- 
tity, which Reynclds was willing to accept. Howeer, you did not want the 
obligation of buying that quantity at all times. We then suggested that you 
sign for a much smaller quantity. You replied that a contract for a smaller 
quantity would be of no benefit to you. We asked you to determine the extent 
of the commitment which you wanted to make. And again, we told you that if 
you did not choose to make a firm commitment, we would be pleased to carry 
on business on a noncontract basis. 

Who has suggested a discontinuation of business relations? 

The foregoing indicates that Reynolds has made no such suggestion. 

3. You wrote to Senator George and Congressman I anham that the contract 
was submitted to you on the basis of “take it or leave it.’”’ The contract was first 
submitted to you last May. You have had innumerable discussions with Bob 
Spitz and our attorney regarding its terms. We have indicated a willingness to 
make several changes in the contract. Howe\er, we have refused to make any 
change which would excuse Dixie from performance, except in the case of acts of 
God, and so on. Notice of cancellation was sent to you on August 23. Can it 
be said that the contract was offered to you on a ‘‘take it or leave it’’ basis? 

4. You wrote to Senator George and Congressman Lanham that the contract 
would require you to take a fixed amount of metal without regard to your actual 
requirements and that it contained no contingency clause allowing you to defer 
shipments in the event of inability to use the metal. Fxcept for the fact that we 
offered you a clause excusing you from performance in the case of acts of God, etc., 
your statement is correct. We make no apology for our contract. If Reynolds 
is willing to obligate itself to sell, we see nothing shocking in requiring the other 
contract party to obligate itself to purehase. 
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5. You think our contract is at variance with the intent of the Federal Govern- 
ment in subsidizing its ——s operations by means of rapid amortization of 
plant and installations. his theory is so novel that it needs no comment. 

6. Finally, you speak of Reynolds’ ‘‘highhanded action.”” We have indicated 
a willingness to obligate our company in return for your company obligating 
itself to the same extent. If this proposal is not acceptable to you, we have 
indicated that we would be willing to carry on business with you on an individual 
purchase-order basis. We have set forth our action above and we wonder how 
anybody could think it ‘‘highhanded.” 

7. When all is said, what you really want is for Reynolds to stand willing 
to furnish = a large quantity of metal under a contractual obligation, but you 
want no obligation to purchase any metal beyond what you can use. We do 
not believe that you or any purchaser can offer a sound reason for a supplier 
accepting such a contract, particularly at times when the products involved are 
scarce and demand is great. 

I have written at length so that you might fully understand our position in this 
matter. We feel that we have extended Dixie every possible courtesy and con- 
sideration. The contract which we have offered you is still available to you. 

Very truly yours, 
J. M. Srvart, 
General Manager, Industrial Markets, Reynolds Metals Co. 


Reynoups Metaus Co., 
Richmond 18, Va., November 10, 1954. 
Hon. Sipney R. Yarss, 
Chairman, Subcommittee No. 3, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN YATES: Responses to the two questions contained in your 
letter of October 26 are given below: 

“‘(1) In millions of pounds for each year, 1949 through 1954, and for the first 6 
months in 1955, your total sales of semifabricated and fabricated aluminum in 2 
categories— 

(a) Sheet 

(b) Other fabrications 
“Exclude any primary metal in pig, ingot, or billet form, and exclude material 
furnished under toll or conversion arrangements.” 

Response to question 1: 


Other fabri- } | Other fabri- 


i 
Sheet 
| 











cated products | | eated products 
ie Li sake hile tan ie Be 1 ag. 

} 

Pounds Pounds | Pounds Pounds 

Me ue et 205, 300, 000 | 103, 400,000 || 1953..._..__..___- 298, 900, 000 191, 100, 000 
1950... ....--..2- 233, 900, 000 | 143, 900, 000 || 1954...... 247, 300, 000 171, 400, 000 
IMs code iculs.- 253, 300, 000 | 177,000,000 || 1955 (first 6 
Wiiiahgs- dceke | 265, 300, 000 | 188, 900, 000 months) ....---. | 169, 300, 000 101, 000. 000 


| | 


No exclusions have been made for toll or conversion. Refer to page 70 of 
responses furnished on Aug. 12, 1955. 

“(2) The total amount of power cost subsidies received by you from the Federal 
Government.” 

Response to question 2: 

We have not received power cost subsidies from the Federal Government. 
As deseribed on pages 51-53 of our response to your committee, dated September 
12, 1955, there were occasions during the operation of the controlled materials 
plan when the Government power agencies (TVA and Bonneville) were not able, 
from their own sources, to supply the aluminum producers with the quantities of 
power needed to produce the quantities of aluminum required under the controlled 
materials plan. Price controls were then in effect and the aluminum companies 
were unable to economically produce aluminum at the high cost of power which 
might be procured for them by the Government power agencies from private 
sources. Xt the request of the Government, arrangements were concluded for a 
division of the excess power cost between the companies and the Government 
whereby the aluminum produced from such high cost power would be disposed 
of at the Government controlled price and as directed by the Government. The 


; 
5 
i 
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normal power rate in the case of our Pacific Northwest plants, for example, is 2 
mills per kilowatt-hour. Under the sharing arrangement, Reynolds Metals Co. 
agreed to pay twice its normal power rate, or 4 mills per kilowatt-hour, with the 
Government agreeing to pay costs over 4 mills. 

As a result of this program, TVA and Bonneville arranged for the necessary 
power deliveries, and for the period January 1, 1949, through June 30, 1955, 
General Services Administration paid to Reynolds and Reynolds thereafter paid 
either to these agencies or to the power producers $4,596,530.52. The total of 
Reynolds’ excess power costs under these same arrangements and during this same 
period and additionally paid to these same producers was $878,338.74. 

Very truly yours, 
Joun H. Krey, Vice President. 


ReyNnoups Merats Co., 


Richmond, Va., January 9, 1956. 
Mr. A. J. Wausu, 


Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 


Dear Mr. Wats: The staff of the Yates Small Business Subcommittee has 
called to our attention apparent discrepancies between figures we have furnished 
them showing Reynolds Metals Co.’s total sales to nonintegrated users of pig. 
ingot, and billet and figures furnished them by your Department taken from our 
reports to GSA made pursuant to our supply contracts with your agency, 

From July 1, 1953, through March 1955, in reporting to GSA as to its sales to 
nonintegrated users, Reynolds Co, did not show all its sales in this category, 
Each of the quarterly figures reported to you was carefully footnoted with the 
following: ‘“‘shipments to customers who are nonintegrated users and with whom 
we have requirements contracts only.” 

The reason for thus reporting to GSA less than our entire shipments to non- 
integrated users was twofold—first, no greater quantity was needed to discharge 
our obligation under the contracts with the Government and, second, auditing 
shipments to contract customers only would involve less paperwork and effort 
on the part of both Reynolds and the Government. When GSA, however, 
reported to the Yates committee Reynolds Metals Co.’s shipments to noninte- 
grated users it did not indicate to the committee the limited nature of the figures 
Reynolds had reported. 

Attached hereto is a three column tabulation of figures relating to Reynolds 
Metals Co.’s sales of pig, ingot, and billet to nonintegrated users. Since furnish- 
ing figures to the Yates committee, we have agreed with members of your staff 
that the 5,300,000 pounds sold during the first half of 1955 at the direction of 
Aluminium, Ltd., while actually a sale by Reynolds of pig, ingot, and billet, was 
not technically a sale to nonintegrated users as defined in the supply contracts 
and, therefore, should not be included in determining whether Reynolds had 
discharged its obligation in this respect. Further, an additional quantity of 
5,900,000 pounds sold during 1954 at the direction of Aluminium, Ltd., also should 
not be included. These quantities have been deducted from the third column, 
which stands as the corrected total of Reynolds Metals Co.’s sales to nonintegrated 
users. 

This rather lengthy letter is to set the record straight and to request you to 
advise the Yates committee that, in fact, our figures as reported to you for each 
quarter beginning with the third quarter of 1953 and ending with the first quarter 
of 1955 bore the limiting footnote above quoted. 

Yours very truly, 
MAXWELL CASKIE, 
Assistant Vice President. 
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Attachment: Subcommittee No. 3, House Select Committee on Small Business. 


Quantity of pig, | Quantity of pig, | Quantity of pig, 
ingot, and billet ingot, and billet ingot, and billet 
sold to noninte- actually sold to | actually sold to 
grated user cus- nonintegrated nonintegrated 
tomers, as re- users as reported users after elimi- 
ported to GSA to Yates com- nating sales for 
on quarterly re- mittee on Sept. the A/C of Alum- 
ports 12, 1955 inum, Ltd. 














iit nina hen acs oben | 13.2 | 37.2 37.2 
4th quarter 1953..................-...--.__- 10.0 | 36.8 36.8 
ap Pie choo eee oe ssc | 9.3 | 26. 8 24. 6 
Dee FI an. a8 ais ~ me conenee~aeien 10. 6 | 30.9 29.1 
pi i ae ig Ni, ea 9.2 | 32.0 31.0 
4th Geer Yeee..2 5 ee ae 14.1 | 45.8 | 44.9 
Ist quarter 1955__-...----------------------- i} 57.9 | 89.8 84.5 


ar ee eee ee 


ReyNoutps MeErTaAts Co., 
Richmond, Va., September 12, 1955. 
Hon. Sipney R. Yares, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 


Dear CONGRESSMAN YATES: We are enclosing herewith the responses of 
Reynolds Metals Co. to the requests for information contained in your recent 
letters and questionnaires as follows: 

1. Letter of July 11, 1955, to Mr. Maxwell Caskie, with annexed 5-page 
questionnaire. 

2. Letter of July 12, 1955, to Mr. Richard Reynolds, Jr. 

3. Letter of July 15, 1955, to Mr. Maxwell Caskie. 

4. Letter of July 18, 1955, to Mr. Richard Reynolds. Jr. 

5. Letter of July 25, 1955, to Mr. Richard Reynolds, Jr., with annexed 
4-page questionnaire. 

6. Letter of August 8, 1955, to Mr. Richard Reynolds, Jr. 

For your convenience, we have subdivided our responses into the several 
subject matters covered, giving appropriate cross-references to the date and num- 
ber of the specific inquiries. These subjects are as follows: 

Part I: Significant recent developments. 

Part II: The growth of Reynolds Metals Co. in the period 1939 to date, 
and its dealings with the United States Government during this same period. 

Part III: Reynolds Metals’ postwar supply and distribution of aluminum. 

Pursuant to the request made under date of August 15, 1955, by Senator 
Murray, chairman of the Senate Committee on Interior and Insular Affairs, we 
are also sending to him a copy of this letter and the attached responses by 
Reynolds Metals Co. 

Sincerely yours, 
R. S. Reynoups, Jr., President. 


RESPONSES OF REYNOLDS METALS CO. TO QUESTIONS BY THE 
HONORABLE SIDNEY R. YATES, CHAIRMAN, SUBCOMMITTEE NO. 
3, SELECT COMMITTEE ON SMALL BUSINESS OF THE HOUSE OF 
REPRESENTATIVES OF THE UNITED STATES, 84TH CONGRESS 


Part I. Siqeniricant Recent DEVELOPMENTS 


There have been a number of important recent developments in connection 
with the expansion of primary aluminum capacity. These developments bear 
upon the adequacy of the supply of primary aluminum in the relatively near 
future, the continued growth of existing primary producers, and the likelihood 
that new primary producers will be entering this industry. We regard them as 
rélevant to all of Chairman Yates’ questions, and particularly to those dealing 
with the growth of Reynolds Metals Co.,! and Reynolds Metals’ postwar supply 
and distribution of aluminum.? 


1 Annexed to Congressman Yates’ letter to Mr. Richard Reynolds, Jr., dated July 25, 1955. 
3 Annexed to Congressman Yates’ letter to Mr. Caskie, dated July 11, 1955. 
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The record is clear as to the dynamic character of the aluminum industry after 
the entry of Reynolds Metals Co. into the primary production field in 1940, 
under the leadership of the late Mr. R. 8. Reynolds, Sr. Recent developments in 
this field are highly significant, because they illustrate that Reynolds Metals is 
today displaying the same high degree of vision and courage in expanding its 
primary production of aluminum that it has demonstrated from the beginning. 


A, REYNOLDS NEW EXPANSION PROGRAM 


Reynolds Metals Co, has recently announced the largest and most comprehen- 
sive expansion program in its history. As presently planned, this will have the 
effect of increasing the company’s capacity for producing primary aluminum to 
1,100,000,000 pounds. 

The total to be expended on this new expansion program is $230 million out 
of which some $200 million will be devoted to a 270 million pound expansion of 
primary production and related facilities. These will include construction of a 
200-million pound primary production plant in the Ohio River Valley, a 300.000- 
kilowatt power station which will utilize coal from adjacent company-owned 
deposits and increased bauxite operations to make available over 1 million 
additional tons of bauxite a year. Operations will be expanded in all four of the 
company’s bauxite mining areas—Haiti, Jamaica, British Guiana, and Arkansas— 
and a new ore carrier will be constructed. 

Additions to present plants, providing 70 million pounds of this new primary 
capacity, are scheduled for completion in 1956. Construction amounting to 
$22,500,000 will start immediately and this will add 50 million pounds of capacity 
at Reynolds Metals’ Alabama plant, and 20 million pounds at its Texas plant. 

Only $30 million—or 15 percent—of Reynolds Metals’ new expansion program 
will be utilized for additional fabricating facilities, and this will be used principally 
for the modernization and enlargement of present plants. 

It is contemplated that this entire new program will be privately financed. 
Reynolds Metals recently consummated a $235 million refunding operation, 
which will, in part, assist it in accomplishing this objective. 

Applications have been made to the Office of Defense Mobilization for tux 
amortization certificates covering the primary producing and related facilities. 
These certificates, as is well known, do not increase the amount of tax amortization 
allowable under existing statutes, but do enable the new facilities to be amortized 
within a shorter period than would be possible without them. The Government 
extends this inducement for the building of new facilities in important defense 
industries to all qualified applicants on equal terms. 


B. EXPANSION PROGRAMS BY OTHER EXISTING AND PROSPECTIVE NEW PRIMARY 
PRODUCERS 


We are informed that announced plans for primary aluminum produetion by 
companies other than Reynolds Metals, as of August 12, 1955, included the 
following: 


Tons 

MAINE a ih gs ek ee A i ee as St So eeain ae eal 95, 300 
Anaconda ____- -4c8 atte See. de wodusce. Tyo tne shiek , 000 
Bigeray Qi ced tara 6p hes Pi ae bs Milt a ~ aid dr yt tna > eg: 50, 000 
St. Joseph Lead and Pittsburgh-Consolidated.-___-___._____________- 66, 000 
Revére Gopper @ Brass 2.22 22) bo 027 Si PBL ft OS pa tethew 60, 000 
Olin-Mathieson____-_____- CACIZA AI ALE CAUATTINNGD-T 60, 
AlgemS (9462) 4 IUR - AN TATS LST Kh aed. oe ca eee Ae 65, 000 

Total for otheruciacevall teaoadl resort I rasth__--- 456, 300 
Reynolds Metals (as stated in preceding section) _-_.____.._.__...--- 135, 000 

Total of announced expansion plans____-____- 2 LL 2 ie 591, 300 


Assuming that these programs are completed in accordance with existing plans, 
they will increase United States primary capacity for aluminum to slightly more 
than 2 million tons, as compared to the approximately 1,460,000 tons which were 
produced last year. 
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Part II. Tot Growtrnu or Reynotps Metats Co., 1939 to Date, Aanp Its 
Deauincs Wir THE UNITep States GOVERNMENT Dvurina Tuis SAME 
Periop * 

A. SCOPE OF RESPONSE 


During the period 1939 to date, Reynolds Metals Co. has had an outstanding 
record of growth. This company entered the field of primary aluminum produc- 
tion in 1941 and its initial annual primary capacity of 100 million pounds has 
today been increased over 700 percent. 

During this same period, Reynolds Metals Co. has from time to time had 
various dealings with the United States Government. It has received loans and 
tax amortjzation certificates from the Government. It has leased, and later 
purchased, from the Government, plants and facilities of various types. It has 
also purchased from the Government supplies of various kinds, including electrical 
energy. 

If, however, in discussing the growth of Reynolds Metals since 1939, we were 
to confine ourselves solely to facts such as the foregoing, we would be guilty of 
affirmatively misleading your subcommittee. No consideration of the benefits 
which may have accrued to Reynolds Metals from its dealings with the United 
States Government could be other than misleading if it did not take into account: 

1. The circumstances under which each transaction occurred, with par- 
ticular reference to the contribution made by Reynolds Metals and the risks 
incurred it under the then existing circumstances; 

2. The nce of benefits accruing to the United States Government 
in terms of financial return, in terms of competition, in terms of defense 
position; and 

3. The way in which the inducements to expansion offered to Reynolds 
nas compared with those given to other producers, both domestic and 
oreign. 

We have, therefore, included the pertinent facts under each of the foregoing 
heads in our response to the questions relating to the comparative position of 
Reynolds Metals at December 31, 1939, and December 31, 1954, and Reynolds 
Metals’ dealings with the United States Government, 1939 to date—as forwarded 
under Chairman Yates’ covering letter dated July 25, 1955. The various major 
transactions with the Government and the facts relevant to each are set forth 
chronologically. 

For the most part, as you will note, these facts have already been made of 
record in the many investigations of the aluminum industry which have been 
conducted by various committees and subcommittees of the Congress and by 
others. Moreover, they are not based simply upon self-serving declarations by 
Reynolds Metals or its representatives, but are vouched for by eminent members 
of the Congress and the executive branch who have become familiar with the facts, 

We deem it particularly important that your subcommittee be informed as to 
this record, because, even today, the false and dishonest innuendo that Reynolds 
Metals Co. was put into the primary aluminum business and has since been 
maintained in business by virtue of governmental initiative, and without risk, 
continues to be broadcast by self-styled experts in the aluminum field. 

We recognize without question that Reynolds Metals has received notable 
benefits from actions taken in the public interest by the United States Governn:ent 
and various of its agencies and that such actions have also resulted in notable 
benefits to the United States—in terms of money received, in terms of competition, 
and in terms of the national defense. We further submit that the record is clear 
to the effect that these benefits—both for the Government and for Reynolds 

Metals—would not and could not have been realized unless Reynclds Metals Co. 
had, as it did, the vision, the courage, and the patriotic will to take advantage of 
circumstances and re which were available to all qualified applicants 
on the same or even better terms. 


3 Reference: Questionnaire annexed to letter from Chairman Yates to Mr. Richard Reynolds, Jr., dated 
July 25, 1955, questions 1 and 2. 
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B. REYNOLDS METALS CO. AS OF DECEMBER 31, 1939.4 


Reynolds Metals Co. was organized in 1928, at which time it took over the 
manufacturing activities of the United States Foil Co., organized in 1919. From 
1928 through 1939, the business of Reynolds Metals Co. consisted of the two 
major ontagoeten, namely: 

The rolling, converting, and printing of lead, tin, and aluminum foil 
aa the production of aluminum powder and paste —raw materials for 
aluminum paint. 

2. The manufacture of thermostats for control of temperatures and 
pressures, through wholly owned subsidiary companies. 

In these 11 years of operation from 1928 through 1939, which included the 
depression years— 

The company’s product lines were expanded. 
Sales increased 60 percent. 
Profits were recorded each year. 

Remarkable, indeed, was a record of profitmaking in every year of the greatest 
depression this country has ever experienced. 

Dividends were paid each year, except in 1939 when the company was engaged 
in building up its cash reserves for the expansion which lay ahead. In 1939, it 
should be noted, prior sales records were exceeded. 

By 1939, Rey nolds Metals had become the Nation’s largest fabricator of lead, 
tin, and aluminum foil products and was the largest manufacturer of thermostatic 
controls for the gas and electric range, water heater, and automobile industries. 

The annual report for the year 1939 records: 

Total assets at $23,627,266 (after deducting depreciation of $6,017,917). 

Current assets, $8,855,577; current liabilities, $2,405, 100. 

Net sales, $20, 495, 786; net profit, $1,526,891. 

Capital stock and surplus, $18,053, 112, of which $5 million represented the 
5% percent convertible preferred. 

There was no mortgage debt. A 6-year bank loan for general corporate pur- 
poses was outstanding in the amount of $2 million. 

In brief, on December 31, 1939, Reynolds Metals Co. was, by national stand- 
ards, a large, growing and profitable business, free of mortgage debt, with a net 
current asset ratio of 3.68 to 1 and an 1l-year net earnings record exceeding $17 
million. Again, it should be noted that this record is all the more remarkable, 
because it was established for the most part in depression years. 

This entire business—and its future, as well—were put at risk in order to enable 
Reynolds Metals Co. to enter the primary aluminum business, under the circum- 
stances outlined below. 


Cc. THE RFC LOANS AND RELATED TRANSACTIONS WITH THE GOVERNMENT, 1940 45 § 


1. The original RFC secured loan of $15,800,000 


In 1939, although Reynolds Metals Co. was the largest United States fabricator 
of aluminum foil, it was dependent for its supplies, consisting mainly of primary 
pig and aluminum coils, upon Alcoa, which was then the sole integrated producer 
of aluminum in the United States.’ As the threat of war in Europe intensified 
and rearmament in this country got underway, Reynolds Metals experienced 
difficulty in securing delivery of the aluminum that its expanding business required. 

An equally important factor was the then settled conviction of Mr. R. 8. 
Reynolds, Sr., based in part upon personal observation of the manner in which 
aluminum was being secretly diverted by the totalitarian countries, that the 
coming war would be a light metals war, in which huge amounts of aluminum 
would be a vital necessity. 

On May 18, 1940, Mr. Reynolds consulted Senator Lister Hill, who had made a 
study of light metals as a member of the Senate Military Affairs Committee and 
earlier as chairman of the House Military Affairs Committee. Mr. Reynolds 
advised Senator Hill that Germany, her allies and conquered territories, including 
France, if conquered, could produce 1 billion pounds of aluminum per year, 
whereas the production of the United States had never exceeded 327 million 
pounds. He asked Senator Hill to make a notation of the following statement: 

‘This is a light-metals war and will be won or lost in theair. France, England, 
and America have ignored for 5 years the sensational increase in production of 





4 Ref.: Sea forwarded under covering letter from Chairman Yates to Mr. Richard Reynolds, 
Jr., dated July 25, 1955—Question No. 1. 


Ref.: Questionnaire forwarded under covering letter from Chairman Yates to Mr. Richard Reynolds, 
Jr., dated July 25, 1955—Question No. 2. 
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aluminum and magnesium metals by Germany and her allies. As a consequence 
of this tragic failure, France is now doomed. Unless we quickly awake to the 
peril of this new type of aerial warfare, England will fall, and America will follow.” 
(See Congressional Record, 77th Cong., 2d sess., vol. 88, p. 4401.) 

Mr. Reynolds then urged that United States primary aluminum capacity be 
increased by 1 billion pounds annually.® 

Senator Hill was greatly impressed by Mr. Reynolds’ statement. At the 
Senator’s request, Mr. Reynolds twice called on the then Secretary of War, and 
also on Mr. Arthur Davis, chairman of the board of Aluminum Company of 
America. Mr. Reynolds presented the comparative statistics of aluminum 
production to both the Secretary of War and Mr. Davis and urged that the 
Government immediately furnish Alcoa funds sufficient to enable it to increase 
quickly our aluminum production by 1 billion pounds. 

In spite of Mr. Reynolds’ insistence, no one was willing to accept his views 
as to the urgent need for a great increase in aluminum capacity. 

This is the true background of Reynolds Metals’ decision to enter the primary 
aluminum field as a producer.’ It demonstrates beyond question that Mr. 
Reynolds’ vision of our country’s need for primary aluminum capacity in time of 
war was prophetic. Nothing serves more to underline the business risk he 
incurred by deciding to create this additional primary capacity, than the fact 
that his views ran contrary to all of those who should have had an informed 
judgment on the subject. 

On August 1, 1940, the Reconstruction Finance Corporation announced the 
making of a loan of $15,800,000 to Reynolds Metals Co. for the construction of an 
integrated aluminum plant in which would be carried on all processes, from 
bauxite to finished ingot. In order to secure this loan, Reynolds Metals gave a 
first mortgage upon its entire property, consisting of 18 plants, only 5 of which 
were used in the aluminum fabricating business. 

This loan to Reynolds Metals was regarded by the RFC as ‘“‘strictly a business 
proposition”’ and not necessarily as a defense project. 

(a) Terms and conditions of the RFC loan.*—In 1951, the Honorable W. Stuart 
Symington (now Senator Symington), who had been appointed to reorganize the 
RFC, characterized that agency’s loan to Reynolds Metals Co. as ‘‘* * * a 
typical illustration of the best in RFC operations.” 

A review of the major terms and conditions imposed by the RFC clearly con- 
firms the RFC’s view that the loan was “strictly a business proposition.’’ The 
RFC loaned Reynolds Metals $15,800,000, repayable in cash, with interest at the 
rate of 4 percent annually, and this loan was secured by a first mortgage of 
Reynolds Metals’ 18 plants, representing a net capital investment of almost $24 
million. As noted above, these plants, of which 13 had nothing to do with alum- 
inum, had been highly profitable every year since the company had been organized 
in 1928, even though the depression had intervened. During the more than 11 
years of the company’s existence, those facilities had earned over $17 million— 
an average net profit on investment of 13 percent. Most important of all, 
Reynolds Metals’ earnings had not only ‘been high, but had also been more 
constant than those enjoyed by industry. 

The RFC mortgage also had a number of special provisions to insure that the 
Government would have a first claim on the earnings of Reynolds Metals Co. 
The mortgage covered not only the company’s plants then in existence, but also 
any plants which it might thereafter acquire. In any year in which one-third 
of the company’s earnings exceeded the amount due under the mortgage, such 
excess would have to be paid to the RFC to be applied in reduction of the loan. 
Dividends were limited and the RFC had to approve all salaries in excess of 
$6,000 per year. 

This transaction involved no Government contracts, no subsidies, and no 
guaranties. 

While Reynolds Metals Co. regarded—and continues to regard—this RFC 
loan as a fully secured, conservative business transaction, it freely concedes that 
the money thus secured would not have been advanced in 1940 by commercial 
bankers in order to enable Reynolds Metals to enter the primary aluminum 
field—not because of any deficiency in Reynolds’ business ability, but because 
of the extraordinary difficulties confronting anyone trying to become an aluminum 


* Mr. Reynolds testified concerning these facts before the Senate Committee Investigating the National 
Defense Program (the so-called Truman committee). See hearings before a Special Committee In vesti- 
eating the National Defense Program, U. 8, Senate, 77th Cong., Ist sess., pt. 3, pp. 749-750. 

7 This decision and its implications were commented on in the Senate by Senators Hilland Truman. See 


Conguemiomal Record, 77th Cong., 2d sess., vol. 88, pp. 4401-4402 (May 18, 1942), a copy of which is attached 
as annex A. 


8 For details, see annex B, attached. 
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producer in 1940. The industry was then over 50 vears old and no newcomer 
had been successful in all those years. But such a loan by the RFC exemplified 
the very purpose for which that agency had been created; namely, to accept 
sound business risks which commercial banking sources were unwilling to finance. 
RFC financing has never been an exclusive Reynolds Metals prerogative. Fur- 
thermore, that same fact emphasizes and underlines the degree of risk assumed 
by Reynolds Metals when it staked an established and profitable business upon 
its ability to succeed in a new and untried field. 

It should be noted, moreover, that RFC approval of its loan to Reynolds Metals 
on August 3, 1940 was subject to proof of availability of power and bauxite. The 
former was secured from governmental agencies and the latter from private 
sources—neither without difficulty. 

(b) The power contract with TV A.—Reynolds Metals secured its initial electric 
power from TVA. It was able to obtain only one-third primary and two-thirds 
secondary power, which latter is subject to interruption. For the primary power, 
Reynolds Metals was required to pay 3.14 mills per kilowatt-hour, as compared 
with a rate of 2.74 mills per kilowatt-hour—13 percent less—which had been 
given to Alcoa for 30,000 watts of identical power in 1937. Reynolds Metals’ 
contract with TVA, moreover, was not even as favorable as one negotiated at or 
about the same time to supply an expanded Alcoa operation at Knoxville, Tenn. 
Alcoa, but not Reynolds Metals, was assured of a cut in the rate charged to it if 
any competitor secured cheaper power from TVA. 

(c) Bauxite and other necessary supplies.—In connection with its initial efforts 
to become an aluminum producer, Reynolds Metals received no assistance from 
any other producer. It had to make its own arrangements for bauxite supplies, 
chemicals, and carbon. As stated in the Report of the Surplus Property Board 
to the Congress, respecting Aluminum Plants and Facilities, dated September 
21, 1945, page 23: 

‘“* * * The war with Japan upset Reynolds’ plans to import at a low price 
high-grade bauxite from the Dutch East Indies and forced the company to buy or 
mine lower grades of ore in Alabama, Georgia, and Arkansas and to buy at war 
prices some high-grade ore from South America and from an independent domestic 
producer. High-grade bauxite in this country was held by others, most of the 
reserves reportedly held by Alcoa. Reynolds’ wartime costs of hauxite were thus 
higher than Alcoa’s and the average available grade was lower than the prewar 
Alcoa average.”’ ® 


2. Prewar increase in the RFC loan: An additional $4,200,000, making the total 
$20 million 

The basic facts leading to the first increase in Reynolds Metals’ RFC loan are 
stated in a letter from the late Harold L. Ickes, President Roosevelt's Secretary of 
the Interior, to Marion Caskie, executive vice president of Reynolds Metals, 
dated January 5, 1951 (a copy of which is attached hereto as annex C), as follows: 

““As I recall, Reynolds Metals Co. entered the aluminum business in competi- 
tion with the Aluminum Company of America entirely on its own initiative with- 
out any Government agency requesting or urging it todoso. It was done over the 
active opposition of some of those in charge of the national defense program. 
Mr. Reynolds also had difficulty in getting power. At first, TVA turr d him down 
until Senator Lister Hill brought it to its senses. Mr. Reynolds hed to come to 
me personally to get Bonneville power but I was glad to let him have it, even if 
some men high in the administration brought real pressure to bear upon me to give 
it to Alcoa instead of to Reynolds. 

“After Reynolds had arranged its initial loan from RFC, I t’«n urged it to 
increase the productive capacity of its then comparatively smll plant contem- 
plated at Longview, Wash., and I advised Reynolds that I hac conferred with 
Mr. Jesse Jones and that RFC would lend additional arounts to Reynolds to 
coe it to increase that plant’s capacity up to 60 million pounds per year. 

r. R. 8. Reynolds, Sr., chairman of your company’s board, prom ptly responded 
to my request. The plant’s capacity was thus increased, and its production 
proved most helpful in the successful prosecution of World War II.” 

The result of this action was to increase Reynolds Metals’ RFC loan by 
$4,200,000, to a total of $20 million. This additional amount, like the original 
loan, bore interest at the rate of 4 percent annually and was secured by the mort- 
gage on all Reynolds Metals’ property. It also had the effect of greatly increasing 
Reynolds Metals’ primary aluminum capacity, a point that was not without 
significance in the prosecution of the war effort. 


® See also p. 486, below. 
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3. Wartime increases in the RFC loan aggregating $23 million, making a total of 
$43,000,000 

During the war, Reynolds Metals further expanded its aluminum capacity from 
the 100 million pounds annually, which had been made ready before the end of 
1941, to 162 million pounds. In order to do this, to expand related fabricating 
facilities, and to secure the additional working capital required by its expanded 
a ae Reynolds Metals borrowed an additional $23 million from the 
RFC in 1942 on the original terms. This was done at Government request. 
Interest was payable at the rate of 4 percent annually, and the loan was secured 
by a first mortgage on existing and after-acquired property. The details and 
dates are set out in annex B attached. 


4. Expansion of fabricating operations—RFC loan to Reynolds Alloys of $3 million 

The above-described expansion of Reynolds Metals’ primary aluminum produc- 
tion led to the need for a corresponding expansion in Reynolds Metals’ fabricating 
operations. Then, as now, many manufacturers of war or defense equipment did 
not use aluminum pig or ingot—the form in which aluminum comes from the 
primary producing plants. 

In the spring of 1940, Reynolds Metals found the entire equipment for a mill for 
rolling aluminum sheet and rod stranded in freight cars in New York City’s rail 
yards. This equipment had been ordered by the French and then, after the fall of 
France, had been taken over by the British Purchasing Commission. Although 
Reynolds Metals sought authority to purchase this equipment immediately, it 
was not until early 1941, after successive options granted to three other companies 
had expired, that Reynolds was able to do so. 

Reynolds Metals acquired this equipment from the British on its own credit 
for $3,800,000. This was done through a fabricating affiliate, Reynolds Alloys 
Co. Then, by arrangement with the Government, this equipment was incorpor- 
ated in a Defense Plants Corporation (DPC) plant at Listerhill, Ala. This plant 
was built by Reynolds for the Government without fee and was thereafter operated 
by Reynolds under a lease for a rental based on sales. 

From date of completion to date of acquisition of this plant by Reynolds Metals 
from the Government in 1947, a total of $8,200,000 rental was paid to the Govern- 
ment by Reynolds Metals on account thereof. 

In connection with this series of transactions, Reynolds Alloys borrowed $3 
million from the RFC at 4 percent interest in order to provide the company with 
adequate working capital. This loan was secured by a mortgage on the equip- 
ment for which Reynolds Alloys had paid $3,800,000, and on all the company’s 
real estate then owned or after acquired, as well as by the pledge of all of Alloys’ 
contracts with the United States Government or with others. 

Reynolds Metals also built for the DPC at Louis: ille, Ky., and operated dur- 
ing the war, an aluminum extrusion plant. This plant was built and operated 
without any profit to Reynolds Metals. Actually, the company sustained a loss 
of approximately $1 million, which was the equivalent of the amount of rent 
Reynolds Metals paid to the Government during the period of this plant’s opera- 
tion. After the war, the I ouis-ille plant was dismantled and its equipment was 
sold by the Government to various interests. 


: 
: 


5. Summary balance sheet of benefits resulting from the RFC loans aggregating 
£46 million 

By the end of World War II, Reynolds Metals’ long-term secured loan from the 
RFC, bearing interest at the rate of 4 percent annually, totaled $46 million.” 
Through the efforts of Reynolds Metals and its management, this money had 
been transmuted into facilities having a primary aluminum capacity of 162 
million pounds annually, as well as additional fabricating facilities. 

Moreover, this great new capacity represented a net gain to Reynolds Metals 
only if it could be converted successfully to civilian markets and then only if 
civilian markets for aluminum were to continue to equal, or exceed, the hugely 
expanded national capacity. Under the pressure of war, this had increased 
from 350 million pounds in 1939 to 1,800 million pounds annually in 1946. 

While there were many in 1944-46 who denied that the civilian market would 
be able to absorb this tremendous capacity, Reynolds Metals was never among 
their number. This company was confident as to the outlook for aluminum, 
and through the RFC loan, Reynolds Metals was enabled to capitalize on the 
full potential of the industry’s growth. 


Ne Saicaets 


Dh eee 





1° Inclusive of the $3 million loan to Reynolds Alloys, referred te above. Requested details with respect 
to each segment of this loan are set out in annex B, attached. 
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In fairness, however, it should just as clearly be recognized that there is a balance 
of benefits which the United States Government has realized from these same 
transactions. We submit that the amount of these benefits bears a direct relation 
to the aggressiveness and efficiency with which Reynolds Metals seized the 
opportunities afforded it by the RFC loans, as well as the risks it was prepared to 
assume in order to do so. 

The benefits accruing to the Government from the RFC’s loans to Reynolds 
Metals should be assessed under three heads; namely, in terms of financial 
return, in terms of competition, and in terms of our national defense position. 
These are as follows: 


(a) Financial return to the Government— 


Direct: 
(1); Primeipal, inifulles outs iscocwntl Joaalsiawasdedines 1 $46, 000, 000 
(3). Imbernete A oilowsedhss cudesudas endhanuebiees. <iwettbe, 16, 100, 111 


Indirect: 


(3) Total rental of leased plants (pre- and post-war). _..-_-- 24, 000, 000 
(4) Payments for power (through 1945 only)_...._.....-.-- 17, 800, 000 
(5) Federal income taxes (through 1945 only)_.....-.-.---- 17, 100, 000 


1 In connection with the RFC’s liquidation, that agency in 1954 disposed of $20,991,600 of Reynolds Metals’ 
obligations for $19,942,020. These obligations were retired by Reynolds Metals at their face value, and an 
additional $1,293,753 of interest was paid to the banks and insurance companies which had purchased these 
obligations. 


(b) Benefit to the Government in terms of competition.—Through its own initiative 
and by risking its own capital, Reynolds Metals became the first fully integrated 
competitor of Alcoa in the United States. The capacity which Reynolds Metals 
built in about a year and a half amounted to amost one-half of this Nation’s total 
capacity at the beginning of 1940. 

A development which bears upon competition, and also upon the financial 
benefits received by the Government, is the fact that on August 1, 1940, the day 
on which the RFC loan to Reynolds Metals was made public, Alcoa announced 
a reduction in the price of aluminum ingot from 19 cents to 18 cents a pound. 

By the second year of Reynolds Metals’ primary production, the base price of 
aluminum had been cut to 14 cents per pound. (See hearings before the Sub- 
committee on Study of Monopoly Power, House Committee on the Judiciary, 
82d Cong., Ist sess., pt. 1, p. 112.) 

These facts impressed the Joint Committee on Defense Production, which stated 
in its progress report No. 24, relating to the aluminum expansion program and 
competition: 

“Before World War II, the price of aluminum ingot was 20 cents a pound and 
that is also the price today. In the interim it had gone down to 15 cents and 
raw pig aluminum to 14 cents. No other major metal, nor commodities generally, 
have a comparable record of keeping prices down: 

* * * * * * * 


“There has been neither a revolution in technology nor the windfall of new 
cheap ores to account for the favorable price record of the aluminum producers. 
The basic processes used are substantially the same today as they were back in 
1939. The ores are of similar or lower grade. 

“The cost increases experienced by other industries have also been felt by the 
aluminum producers. Transportation is a major element of cost, with much of 
the bauxite ore coming from South America and cross-country rail hauls for the 
refined ore (alumina) and the aluminum ingots. The rates have risen for alumi- 
num just as they have for other commodities. Similarly the aluminum industry 
has had to pay higher wages just as other industries have. 

‘The relatively low price of aluminum cannot be attributed to a weak demand. 
During most of the years since 1939 the demand for aluminum has been very 
strong. In fact the price of aluminum ingot dropped when wartime costs were 
rising sharply and the shortage was rather severe. So, neither lack of demand 
nor falling costs can be cited as the primary cause of low aluminum prices. 

“Most revealing is the fact that the most pronounced drop in the price of 
aluminum ingot, from 19 cents to 15 cents, occurred between August 1, 1940, and 
October 1941. That is the precise period, beginning with August 1, 1940, when 
the Reynolds Metals Co. announced publicly its firm decision to become this 
country’s first independent producer, built two producing plants and brought 
them into production in May and September 1941, respectively. Consequently, 
this appearance of a second producer, the beginning of competition, seems to 
have been the principal cause of the drastic drop in 1940-41 aluminum prices.” 

* * * * * * * 
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“One of competition’s principal benefits, relatively low prices, has thus been 
achieved and maintained in the aluminum industry from the very day the first 
independent producer entered the field back in 1940—down to date.” 

If the joint committee was correct in its conclusion, the savings to the United 
States Government on its wartime purchases of aluminum resulting from Reynolds 
Metals’ entry into the primary aluminum production field amounted to upwards 
of $225 million. 

(c) Strengthening of the national defense position We believe that it is unneces- 
sary to underscore the importance to the United States—with only 550 million 
pounds of capacity before the war—of having 100 million additional pounds of 
aluminum capacity in place at the end of 1941 and still another 62 million pounds 
of additional capacity available shortly thereafter. History has demonstrated, 
far better than anything we could say, that the concern of Mr. R. 8. Reynolds, 
Sr., was of more value to our national defense than the counsels of complacency 
urged by others. 

It is impossible to assess the catalytic value of Reynolds Metals’ actions during 
this immediate prewar period. We feel it reasonable to suggest that the impact 
of Reynolds Metals’ entry into the primary aluminum field upon aluminum prices 
was paralleled by the effect of its action in stimulating further expansion of 
capacity by others. 

(d) Comparison of governmental dealings with Reynolds Metals and with other 
domestic and foreign producers.—We have noted above certain instances in which 
various governmental agencies gave Reynolds Metals somewhat less favorable 
treatment than they were willing to extend to its firmly established competitor, 
Alcoa. For example, the Government charged only 3 percent interest on DPC 
advances to others in the aluminum industry, while Reynolds Metals paid 4 per- 
cent on all of its RFC loans and al] advances by DPC." But, perhaps the most 
striking demonstration of the fact that Reynolds Metals, rather than being favored 
by the Government, was given assistance upon substantially less advantageous 
terms than its competitors, is afforded by a comparison of the RFC loans to 
Reynolds with the grants in aid given to Alcan. 

If we include the $3 million advanced to Reynolds Alloys Co., the RFC ad- 
vanced to Reynolds Metals a total of $46 million, all of which was secured and all 
of which bore interest at the rate of 4 percent perannum. As compared with this, 
the United States Government granted to Alcan an unsecured advance in the 
principal amount of $68,500,000 and it was originally proposed that no interest 
be charged on this loan. 3 

The outstanding points with respect to this Alean transaction were touched 
upon by former Secretary of the Interior Ickes in the letter to Mr. Caskie dated 
January 11, 1951, to which we have previously referred, and a copy of which is 
attached as annex C. Therein, Mr. Ickes stated: 

“T further recall that the Senate War Investigating Committee and the Senate 
Small Business Committee found that while the Aluminum Company of Canada 
was advanced $68,500,000 by our Government, without collateral and originally 
without interest and was given firm orders for large quantities of aluminum that 
aggregated as much as 1,400 million pounds with favorable escalator clauses to 
take care of possible increases in cost of production, Reynolds Metals Co., was 
not afforded similar treatment for the same purpose namely, to produce aluminum 
for the defense purposes. For its original and subsequent loans, Reynolds was 
required to praitties adequate collateral in the form of first mortgages on all of 
its numerous industrial plants, then unencumbered, as well as first mortgages on 
the plants to be built with the proceeds of loans or subsequently acquired. In 
addition, it was required to deposit as collateral all stock held by the company 
in subsidiary and affiliated companies. Reynolds’ loans bore interest at the rate 
of 4 percent, and my recollection is that this was a higher rate than that charged 
the Aluminum Company of Canada.” Reynolds received no firm orders, and 
no down cash payments, and none of the other favorable terms afforded the 
Canadian company. 

“T have before me the interim report of the Surplus War Property Subcommittee 
of the Special Committee to Study Problems of American Small Business, United 
States Senate, 79th Congress, Ist session, pursuant to Senate Resolution 28, of 
September 10, 1945, in which reference is made to the extraordinary assistance 
given the Aluminum Company of Canada by the United States Government. 


1! Had Reynolds Metals been given a 3-percent interest rate, the company would have saved almost #4 
million in interest payments. 

12 Tt was only after complaints by the Senate National Defense Investigating Committee and the Senate 
Small Business Committee, that a 3 percent interest rate was imposed on the Alcan loan—25 percent less 
than that required of Reynolds. 
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The Committee concluded with the following findings and recommendations as 
set forth on page 10 and 11 of its report: ‘Government loans made to Reynolds 
on terms less favorable than loans made to the Canadian company, should be 
renegotiated. It would seem to be indefensible for the Government to exact 
harsher terms from United States operators than those given to the newly created 
giant competitor across the border. 

“T am informed that following the above recommendation, your company re- 
quested RF C to comply therewith but that no action was taken in this direction 
by F 

An extract from the report of the Senate Small Business Committee to which 
Mr. Ickes referred," is attached as annex D. Further details regarding the dis- 
criminatory favoritism which the United States Government displayed in its 
dealings with Alean—even to the extent of buying aluminum at 18.6 cents per 
pound when United States producers were selling identical aluminum, first at 
15 cents and then at 14 cents per pound—will be found in appendix 16 of the 
report of the Surplus Property Board to the Congress, dated September 21, 1945, 
page 119, a copy of which is attached as annex E. 

Indeed, the only wartime transaction between Reynolds Metals and any agency 
of the Government which might be regarded as comparable with the Alcan 
transaction, involved certain advances by Metals Reserve Corporation.“ In 
1942, Metals Reserve Corporation advanced a total of $1,250,000 to Reynolds 
Mining Corp., a subsidiary of Reynolds Metals, for the development of certain 
relatively low-grade bauxite deposits in the United States. Such development was 
undertaken pursuant to request by the Government. 

Unlike the RFC, Metals Reserve advanced this money to Reynolds Mining at 
a 3 percent interest rate, the advances were repayable by deductions from the 
amounts invoiced on bauxite delivered to stockpile,“ and there was a contract- 
termination provision, effective upon the ending of the war emergency. This 
contract-termination provision did become effective at the end of the war, like 
thousands of others, and as a result, an aggregate of $414,324.37 of the total 
advance was canceled. 

An interesting aftermath of this arrangement with Metals Reserve is the fact 
that bauxite was sold to the Government for stockpile during the war thereunder 
at an average price of approximately $4.50 per ton. Reynolds has recently 
purchased bauxite from this Government stockpile at an average price of $6.85 
per ton.!6 


D. REYNOLDS METALS’ POSTWAR ASSUMPTION OF ADDITIONAL PRIMARY PRODUCTION 
RESPONSIBILITIES !7 


1. The postwar outlook for aluminum 


In order to understand or evaluate transactions through which Reynolds Metals 
leased, and ultimately purchased, certain aluminum facilities from the Govern- 
ment following World War II, it is necessary to consider what the postwar out- 
look for aluminum then seemed to be. The record on this is abundant and clear. 

The basic facts are set out in the report of the Surplus Property Board to the 
Congress respecting aluminum plants and facilities, dated September 21, 1945, 
as follows: 

“The Government investment represents a major portion of the wartime 
capacity of the aluminum industry and extends into practically every field. Much 
of the capacity is uneconomical for postwar use by private enterprise but may 
have other disposal values, including standby service for the national defense’’ 
(p. 1). 

« * * * * * * 


“Although a small industry, aluminum is highly strategic. The maximum 
prewar tonnage of primary aluminum was reached in 1939 but was only a small 
fraction compared to copper production and less than 1 percent compared to steel 
output. During the war, primary aluminum capacity expanded 6 times, and 
employment in the entire aluminum industry increased from about 35,000 to 
150,000”’ (p. 1). 

* 


* * + * * * 


18 Future of Light Metals, interim report of the Surplus War Property Subcommittee of the Special Senate 
Committee to Study Problems of American Small Business, pursuant to 8. Res. 28, September 10, 1945, pp. 
10-11. 

4 Details with respect to these advances are given in annex F, attached. 

8 Details in annex F, attached. 

6 Details in annex G, attached. 

1” Reference: Questionnaire annexed to letter from Chairman Yates to Mr. Richard Reynolds, Jr., dated 
July 25, 1955, question No. 2b. 
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“During the war, Aleoa expanded its eat materially, and built and 
operated for the Government most of the Federal capacity. The Reynolds 

etals Co. entered the industry as the only competitor in primary aluminum. 
Reynolds has serious problems of strengthening its postwar position in the matter 
of bauxite supply and economies in production costs. Alcoa is materially stronger 
than before the war, controls 84 percent of the privately owned primary capacity, 
and has the powerful competitive weapon of low-cost Canadian aluminum which 
it can move into world and domestic markets, despite the present United States 
tariff of 3 cents per pound. Alted "is now the largest producer in the world, 
and has the lowest production costs because of subsidized war expansion in which 
the United States participated with other Governments” (p. 2). 


* * * * * * * 


“Disposal of many plants is complicated by disadvantageous locations, capaci- 
ties far in excess of immediate markets, and the need for changes in equipment. 
These handicaps may be remedied, where feasible, the RFC financing the costs of 
improvements. Also, terms of leas2 or sale should be adjusted to reflect actual 
earning power based on ability of a plant to compete”’ (p. 3). 


* * * * * * = 


“The maximum economical primary aluminum capacity of the country is about 
five times greater than 1939 markets and far in excess of immediate postwar 
markets. The total economical capacity is 1.5 billion pounds of which Alcoa 
holds 828 millions, Reynolds 162 millions, and the Government 512 millions. An 
additional 148 millions of Government capacity may become economical at a 
later date. Market studies indicate a possible requirement of 1 billion pounds 
of primary metal 5 years after the war, supplemented by 600 million pounds of 
secondary metal, provided the price of primary is 12 cents per pound and second- 
ary ingot sells at 6 to 8 cents”’ (p. 3). 


* * * * * * * 


“Possibly 3 billion pounds of aluminum inventories may hang over postwar 
markets for a number of years, much of it subject to disposal policies of the 
Surplus Property Board. If released in too short a period, this supply would 
ai markets and force a substantial curtailment of primary production” 
p. 4). 

The Surplus Property Board also reported to Congress the contemporary views 
of Alcoa as follows: . 

“Aleoa already has 828 million pounds of economical aluminum capacity, able 
to produce at average costs not greater than the best Government plants could 
possibly achieve. But Alcoa is not now using all of its own capacity and has 
canceled power contracts this vear to reduce its production still further. At the 
end of July, it had idle 240 million pounds of capacity and had canceled TVA and 
Bonneville power contracts equivalent to additional primary production of 150 
million pounds per year. By the end of the year, Alcoa would then have roughly 
390 million pounds of idle low-cost capacity. ft has indicated that it expects 
markets for primary metal to require 5 years before the present private capacity 
would be necessary. Therefore, the Government plants would not be needed in 
the Alcoa corporate setup for at least that period. If Alted capacity were linked 
with Alcoa’s, the period would be even longer”’ (p. 49). 

At or about the same time, the Attorney General reported to Congress: 

“The 1947 production of primary aluminum is estimated at 891 million pounds, 
which would not require any of the Government capacity. Last year 50 Alcoa 
plants and sales managers convened to discuss postwar markets. Their consensus 
was that the demand for primary aluminum would be 866 million pounds. At 
that rate none but Alcoa’s private capacity would be needed. They will be right 
as long as little or nothing is done about revamping the pattern of the industry. 

*‘ Alcoa’s plans apparently do not include the prompt utilization of Government 
plants. Although some of these facilities have been completely idle since last 
summer, Alcoa recommended in March, during the Senate Small Business Com- 
mittee hearings on postwar possibilities in light metals, that no program for the 
disposal of Government plants be adopted until some time after the peace treaty. 
Its general manager and vice president declared that the productive capacity of 
the privately owned and Government-owned aluminum plants will not be utilized 
as soon as peace is declared. ‘Alcoa cannot tell and no living person can tell the 


18 Herein called Alcan, 
1% The Aluminum Industry. Letter from the Attormey General dated September 19, 1945 (1945), pp. 


70669—56—pt. 2——-8 
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length of time that will be required to develop postwar aluminum markets. A 
year after peace has been made, Congress and the industry will all be better able 
to gage the future; 2 years after peace they will be still better able to judge the 
future.” 

Of similar import is the fact that on November 21, 1945, shortly after the report 
of the Surplus Property Board was transmitted to Congress, the Olin interest, 
which had been operating a small DPC aluminum plant at Tacoma, Wash., on a 
management fee basis, decided to withdraw from the aluminum business, stating: 

‘«* * * The future of the commercial aluminum industry is too uncertain at 
this time to justify us to assume the enormous risks involved.”’ 

Mr. R. 8. Reynolds, Sr., was the only qualified person then willing to express 
his faith in the immediate future of the civilian aluminum market. In February 
of 1945, Mr. Reynolds told the Senate Small Business Committee that “‘* * * the 
day may not be far distant when the United States will require several times as 
much aluminum a year as our peak war production.” 

This statement of confidence in the future 2° was consistent with the fact that 
as early as September 1944, Reynolds Metals had borrowed $11 million privately 
in order to assist it to finance reconversion to the civilian market. Reynolds 
also announced plans for a postwar expansion of its product lines and for the 
manufacture of new products. This was done despite the company’s already 
heavy burden of debt, and the necessity that a civilian demand for Reynolds 
aluminum be created. 

As in 1940, official Government circles tended to accept conservative forecasts, 
rather than the aggressive confidence of Reynolds. In its report to the Congress, 
the Surplus Property Board recommended a leasing policv under which, if it 
proved necessary, the Government would assume all the risks of operation for 
an initial period, just as it did under the wartime leases. Congress approved 
these recommendations after extensive joint hearings by three Senate committees. 


2. The leasing and purchase of governmental facilities by Reynolds Metals— 
1946-49 7! 

Reynolds Metals’ actions in the postwar period measured up to the expression 
of confidence by Mr. R. 8. Reynolds, Sr. Although the Government had asked 
a very large number of companies to bid on the Government-built war aluminum 
plants, only a very few responses were received. Reynolds Metals was the 
first to offer the Government guaranteed minimum rentals. It was also the first 
to consummate leases for some of these plants in January 1946. Every plant 
leased by Reynolds Metals was available to any other independent at the time on 
a competitive basis. 

At the time these plants were leased to Reynolds and others, it was Government 
policy to dispose of these facilities to create integrated independent producers 
capable of competing against Alcoa. The Surplus Property Board, in its report 
of September 21, 1945, recommended that the Government ingot plants be offered 
to competitors of Alcoa and that Government fabricating plants be first offered 
to the operators of these ingot plants to enable them to integrate their business 
more favorably (pp. 51-52 of the report). 

Pursuant to these policies, endorsed by Congress after extensive hearings, 
Government plants were leased to Reynolds and Kaiser, as well as to nonintegrated 
fabricators such as Harvey Machine Co. This clearly appears in the First 
Supplementary Report of the War Assets Administration to the Congress, dated 
February 12, 1947, in which it is stated (at p. 11): 

“Tn considering prospective competitors of Alcoa, the policy was to select bidders 
having ‘the organization, experience, and financial resources that afford the 
greatest prospects for successful survival and maximum production in industry.’ 
The Reynolds Metals Co. and the Kaiser interests were, therefore, in some 
instances given preference over other bidders. The key plants in alumina produc- 
tion, aluminum reduction, and fabrication have been leased or sold to Reynolds 
or Permanente. Aside from Aleoa, Reynolds is the only integrated producer 
having previous experience and an established organization. Kaiser, while 
entering the aluminum industry for the first time, has an established organization 
which operates a large number of enterprises in the cement, shipbuilding, and steel 
industries. 


20 Which, it may be noted, was not indicative of a desire to drive a hard bargain by minimizing the value 
of Government-owned facilities. 

21 Reference: Questionnaire annexed to letter from Chairman Yates to Mr. Richard Reynolds, Jr. 
dated July 25, 1955—question No. 2b. 

22 Initially 227 telegrams were sent out in an effort to ascertain the companies which might be interested 
in the Government-owned facilities. See report of Surplus Property Board (1945), p. 47. 





ALUMINUM INDUSTRY 489 


“Surplus plant disposals have strengthened Alcoa’s competitors by enabling 
them more fully to integrate their operations, and by giving preference to com- 
panies which could make maximum use of facilities acquired. Thus, the leasing 
of the Baton Rouge alumina plant and the reduction and sheet mill at Spokane 
and the sale of the Tacoma reduction plant to Permanente will permit this com- 
pany to establish a completely integrated aluminum operation from alumina to 
semifinished products. In the case of the very desirable Troutdale, Oreg., reduc- 
tion plant, lease bids were received from Kaiser Cargo, Inc., Asarco Aluminum 
Corp. (a company controlled by the American Smelting & Refining Co.), and 
the Reynolds Metals Co. One reason for acceptance of the Reynolds offer was 
that Reynolds was the only | of the 3 bidders who contemplated making full 
use of all 4 potlines in the plant. But the principal factor in the decision to award 
the plant to Reynolds was the lack of sufficient metal-producing facilities to permit 
Reynolds to supply the needs of its owned and leased fabricating facilities. 
Reynolds operates fabricating facilities having an annual wartime capacity of 
over 250,000 tons while its primary metal capacity without Troutdale was only 
115,000 tons. It was also felt that the lease of Troutdale to Reynolds would 
increase the rentals payable to the Government on the Hurricane Creek alumina 
plant, and on the fabricating plants leased to Reynolds, primarily the McCook 
sheet mill, and the Grand Rapids extrusion plants. Rentals of these plants are 
dependent upon production, and it appeared probable that the operation of the 
Troutdale plant would require greater production of alumina, and would afford 
more manufacture of fabricated products. For plants other than key facilities, 
this policy could not be applied because in most instances only one bid acceptable 
to the War Assets Administration was submitted.” 

Unquestionably it was Government policy to encourage integration of the inde- 
pendent producers in order to make them more effective competitors of Alcoa. 
Because Reynolds Metals was in the best position to further this Government 
policy, the disposal agencies considered it a highly desirable bidder. 

In annex H, attached, we have set out the salient facts with respect to each 
governmental facility leased and purchased by Reynolds Metals in the period 
1946-49. These facts may be summarized, as follows: 

Reynolds Metals purchased from the Government shortly after the war the 
aluminum sheet mill at Sheffield, Ala., in which Reynolds-owned equipment cost- 
ing $3,800,000 had been installed by agreement with the Government. This plant 
was purchased by Reynolds Metals at the estimated fair value placed on it by the 
Government—$7 million. Furthermore, while Reynolds Metals was operating 
this plant during the war, it had paid approximately $8,200,000 in cash rentals 
to the Government. 

The alumina plant at Hurricane Creek, Ark.; Aluminum reduction plants at 
Jones Mills, Ark., and Troutdale, Oreg.; aluminum sheet and rolling mill at Me- 
Cook, Ill.; and certain other plants were leased by Reynolds and with respect to 
these plants the company paid the Government approximately $15,800,000 in 
rent. 

In 1949 Reynolds Metals Co. purchased from the General Services Administra- 
tion five of these plants, at which time the General Services Administrator issued 
a press release, reading in part as follows: 

“Sale of 4 aluminum plants and facilities and a sinter plant to the Reynolds 
Aluminum Co. for $50,081,958 was announced today by Jess Larson, Adminis- 
trator of General Services. Reynolds has been operating the plants, constructed 
by the Government during World War II, under lease since early 1946, with 
options to buy. 

“Properties included in the sale are: 

“An alumina plant at Hurricane Creek, Ark.; aluminum reduction plants at 
Jones Mills, Ark., and Troutdale, Oreg.; an aluminum sheet and rolling mill at 
McCook, Il.; and a sinter plant, which is used in connection with the Hurricane 
Creek alumina plant. 

“Terms of the sale provide for a downpayment of 5 percent and a 4percent 
promissory note for the balance of the purchase price, payable over a period of 
25 years and secured by purchase money mortgages. Pursuant to the specifica- 
tions and recommendations of the Munitions Board relative to strategie and critical 
materials and under authority of section 204 (e) of the Federal Property and 
Administrative Services Act of 1949, part payment may be made in aluminum, 
in lieu of cash. 

“Payments of interest and principle by Reynolds over a period of 25 years will 
average over $3 million annually. Rear Adm. Paul L. Mather, liquidator of war 
assets in GSA, conducted the negotiations with Reynolds. 
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‘““ “We estimate that over the 25-year period Reynolds will pay to the Govern- 
ment in principal and interest approximately $78 million,’ Mr. Rca said, ‘which 
considered together with the revenues which the Government has received from 
these properties, both during the war while they were being operated by the 
Aluminum Company of America and since the war on lease by Reynolds, reflects 
a total recovery of 95 to 100 percent of their wartime costs.’ 

“The original cost of the plants to the Government was more than $130 million. 

‘“‘Mr. Larson pointed out that the sale is in accord with the policy of the Govern- 
ment to make final disposition of its interest in wartime industrial plants. At the 
same time, he said, the Government reserves, as to these aluminum plants and 
many other industrial plants sold as war surplus, the right of control and use in 
oa of emergency under a national security clause prescribed by the Munitions 

oar ee 

In determining the sales price of these plants to Reynolds the Government 
followed the then-existing pattern determined in the previous sale of similar plants 
to Reynolds’ competitors. 


3. Reynolds Metals’ purchase of aluminum from Government stockpile, 1946-48 8 


When the impact of a general materials shortage was felt shortly after the war 
the Civilian Production Administration determined that the domestic economy 
required aluminum beyond the operative productive capacity of the industry, 
It thereupon received applications to purchase aluminum from Metals Reserve 
stockpile. The Civilian Production Administration analyzed these applications 
and made recommendations pursuant to which the Office of Metals Reserve in the 
Reconstruction Finance Corporation sold the aluminum during the years 1946-48. 

All of this stockpile aluminum was purchased at market prices prevailing on the 
date of shipment. A provision of the sales contract provided that in the event the 
purchaser resold any of the pig or ingot as such, any excess over the price paid to 
the Office of Metals Reserve would be refunded. 

During this period, 1946-48, Metals Reserve sold 112,500 tons to Alcoa; 42,500 
tons to Reynolds; * and 23,500 tons to Kaiser. 

The purchase of this stockpile aluminum by Reynolds Metals and the other 
producers benefited the largest group of nonintegrated fabricators. These fabri- 
cators, especially in 1946, were seeking aluminum sheets, rods and extrusions— 
as contrasted with ingots—to make a host of civilian products. Primary ingot was 
useless to most of them, since they used mill products, especially sheet. During 
the years 1946—48, with the help of this stockpile ingot to supplement its own pro- 
duction, Reynolds Metals was able to roll and ship to outside customers a total of 
253,250 tons of sheet, as well as other mill products required by the nonintegrated 
fabricators. 


E. KOREAN EMERGENCY EXPANSION PROGRAM 75 


1. The expansion program of 1950 


In the fall of 1950, the Government instituted a major expansion of primary 
aluminum capacity for defense purposes. As early as July 1950, even before this 
determination by the Government that the country’s aluminum productive 
capacity should be increased, Mr. Richard 8. Reynolds, Jr., who was then president 
of Reynolds Metals, had written to Chairman Symington of the National Security 
Resources Board (now Senator Symington) expressing Reynolds Metals’ willing- 
ness to expand production in the promotion of national security.”* 

On October 5, 1950, Chairman Symington announced to representatives of the 
3 primary producers (Alcoa, Reynolds Metals and Kaiser) an overail expansion 
program of 1 million tons of additional primary aluminum capacity. As of that 


%3 Reference: Questionnaire annexed to Chairman Yates’ letter to Mr. Richard Raynolds, Jr., dated 
July 25, 1955, question No. 2 (c). 

2% A»nual poundage and dollar value is set out in annex I, attached. 

25 Reference: Questionnaire forwarded under covering letter from Chairman Yates to Mr. Richard 
Reynolds, Jr., dated July 25, 1955, questions Nos. 2 (6) and 2 (d). 

% Letter dated January 16, 1951, from W. Stuart Symington to Marion Caskie, executive vice president of 
Reynolds Metals Co. 

At this time, too, Reynolds Metals and Alcoa were gory at issue as to whether there was a need for 
paneer nm Examples of advertisements published by the two companies at this time are annexed 
as annex J. 
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date, total United States primary capacity was some 1,450 million pounds. This 
represented an increase of more than 300 percent over the primary capacity 
which had existed in 1939. 

Reynolds Metals’ response to this request was thus described by Mr. Symington: 

“Following the determination by the Government that the country’s capacity 
should be expanded, we called the producers and discussed the matter with them. 
When we asked for proposals to be filed October 16, 1950, your company promptly 
responded. The aeaeey were carefully reviewed by the Government and the 
several legal and financial problems which they raised were examined into with 
the assistance of the three companies. A general plan of action having been 
arrived at, we met with representatives of your company on the afternoon of 
November 20, 1950, and requested them to work out an agreement with the 
Government at the earliest possible moment, which they did by November 24— 
a matter of but a few days. 

In view of the extraordinary nature of this emergency ree program, and 
in order to facilitate private (rather than governmental) financing thereof, the 
Government offered the followsug inducements: 

(a) At the first meeting with all producers, governmental representatives 
offered the right of accelerated amortization to cover 100 percent of the 
expansion facilities. Ultimately, however, Reynolds Metals was granted 
accelerated amortization certificates covering only 85 percent of one portion 
and 80 percent of the remainder of its Korean expansion facilities. 

(6) It was the Government which also initiated the proposal that it 
guarantee in full the loans necessary to finance this expansion.*’ Actually, 
it did not prove necessary for Reynolds Metals to avail itself of this offer 
in order to carry out its original expansion undertaking. Instead, Reynolds 
Metals borrowed, on its own resources and credit, $85 million in order to 
build the plants and facilities desired by the Government. Subsequent to 
the initiation of this program, but before the new plants could be put into 
operation, the worsening international situation led the Government to call 
for a still further expansion in the country’s aluminum production facilities. 
This new call required Reynolds Metals to borrow an additional $76,750,000 
from private sources—making Reynolds Metals’ total borrowing to meet the 
Government’s aluminum expansion request approximately $162 million. 
This was a large sum, indeed, for a company to borrow for the purpose of 
meeting demands which were.then considered to be defense and war require- 
ments, rather than normal civilian demands. Accordingly, Reynolds Metals 
was required to avail itself of the expressed willingness of the Government 
to guarantee the full amount of this second loan. This full guaranty was 
applicable only during the period when the plants were under construction. 

hereafter, for a period of 5 years, only 70 percent of the loan was guaranteed 
by the Government. At the expiration of the 5-year period, the amount 
remaining unpaid could, at the request of the lenders, be guaranteed 100 
a by the Government. These terms were not insisted upon by Reynolds 

etals, but rather by the bank and insurance companies which extended 
credit.?8 

(c) The Government representatives also oftered to enter into substantial 
supply contracts for aluminum. Such contracts were ultimately negotiated 
with respect to the Korean expansion facilities. These are described below. 

The Korean expansion contracts entered into by Reynolds Metals, the manner 
n which they were financed, and the quantities of strategic and critical materials 
nvol ved, were as follows: 





2” It should be noted that such a guaranty is an inducement to private lenders, but it does not protect 
the borrower, such as Reynolds Metals, which is required to carry al! of the business risks of overexpansion. 

2s bang S were refunded as of July 28, 1955, and there is no longer any governmental guaranty out- 
standing. 
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Korean expansion contracts 


| 
Facili Quantit | Private teseremeory en 
ome uantity | gnancing | uaranty, or supply con- 
tract 


Contract No. 


| 
ny 


GS8-OOP(D)-12008 | Expansion of Jones | ! 200,000,000 |$85,000,000 | None; supply contract as 
| Millsand Troutdale described below. 
| primary production 
| facilities and con- | 
| Struction of new | 
primary production | 
facility at Corpus | 
Christi, Tex. 
GS-OOP(D)-12202___....| Expansion of Long- $12,000,000 was advanced 
view and Hurricane by the Government, 
Creek primary pro- which principal sum was 
duction facilities. | repayable from invoice 
price of metal of 6 cents 
per pound. Interest of 
4 percent per annum, 
which is payable upon 
contract termination in 
the form of metal.? 
| Supply contract, as de- 
| seribed below. 
GS-OOP(D)-12214..__...! Construction of La- | ! 120,000,000 | 76,750,000 | Noadvance. Government 
Quinta and Patter- | guaranteed this loan as 
son primary produc- | Stated in subpar. (6) 
tion facilities. | above. Supply contract, 
| as defined below. 
SC M-TS-22208-(ECA).._| Development of baux- | | $14,287,000, under circum- 
ite deposits in|} stances and upon condi- 
Jamaica. | | tions described in next 
| section below. 








! Pounds per year. 


2 Requested details respecting this advance are set out in annex K, attached. 
8 Tons per year. 
‘ Approximately $3,000,000 invested by Reynolds Metals. 


With respect to the making available by Reynolds Metals of the primary alumi- 
num to be produced from this expanded capacity, these contracts (save of the one 
relating to bauxite) provided that— 

(a) The Government has a call for stockpile or military purposes upon the 
total production from the Korean expansion facilities. 

(6) For the first 5 years, whenever the Government’s call for stockpile 
purposes is less than two-thirds of the total production from the contract 
facilities, minus certain military priorities, the difference between the ‘“‘call’’ 
and the two-thirds must be offered to nonintegrated users as defined in the 
contract. Thereafter, for 15 years, one-fourth of the total metal produced 
in the contract facilities, minus certain military priorities, must be sold to 
such nonintegrated users. 

(c) To the extent that the Government’s calls for stockpile and certain 
military priorities, during the first 5 years, do not equal the total production 
of these contract facilities, and the producers are unable to dispose of their 
own noncontract facility production plus the balance, then the producer may 
“put” this balance to the Government and the Government agrees to pur- 
chase it. No “put’’ under this provision has yet been made by Reynolds 
Metals or any other producer. 


2. Expanded bauxite production in Jamaica—ECA advance of $14,287,000 * 


A development related to the 1950 Korean emergency expansion program, was 
a further expansion of bauxite mining activities by Reynolds Metals in Jamaica. 
In this, the company received financial assistance from Economie Cooperation 
Administration (ECA) funds. 

It will be recalled that the Surplus Property Board, in its report to Congress 
in September 1945 (as quoted above at p. 17), had commented that one of 
Reynolds’ primary difficulties in competing with Alcoa during the war arose from 
the fact that its bauxite costs were higher than those of Alcoa and the average 
available grade of Reynolds Metals bauxite was lower than the prewar Alcoa 
average. The Board went on to state that one of Reynolds Metals’ primary 
problems in the postwar period would be that of “obtaining and converting 
bauxite at costs comparable to Alcoa’s’’ (report, p. 24). 


2 Reference: Questionnaire annexed to Chairman Yates’ letter to Mr. Richard Reynolds, Jr., dated 
July 25, 1955, question No. 2. 
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iven at that time, the Board was able to report that Reynolds Metals had, on 
its own initiative, secured deposits of better grade bauxite in Jamaica and Haiti, 
and was “‘continuing the search for additional foreign reserves” (report, p. 31). 

Reynolds Metals had thereby placed itself in a position where it was ready to 
take the next step at the time of the Korean emergency expansion program, which 
made large additional bauxite supplies essential. This was done through 
Reynolds Metals’ subsidiary, Reynolds Jamaica Mines, Ltd. Such an expansion 
program would be of unusual benefit to the entire Jamaican economy and it was, 
therefore, a distinct advancement of the ECA program. For this purpose, 
therefore, Reynolds Metals was advanced a total of $14,287,033.18 by the ECA. 
This amount, with interest at the rate of 4 percent per annum, was made payable 
in aluminum. 

The outstanding feature of this transaction is the fact that the funds which the 
ECA advanced, and which Reynolds Metals will repay, with interest, by delivering 
a valuable strategic material, consisted principally of so-called counterpart funds, 
or foreign currency credits obtained by the United States through the operation 
of the ECA program. A basic objective in providing for such credits was to 
enable the United States to obtain strategic materials in the foreign country in 
which such credits accrued. Thus, the ECA advance to Reynolds Jamaica 
Mines, Ltd., was not only a contribution to the objectives of the ECA program, 
but it was also a means by which our Government was able to utilize counterpart 
funds in the manner originally intended. 

In connection with this same expansion program, Reynolds Metals expended 
approximately $3 million additional from its own funds. 


3. Purchase of bauxite and aluminum from Government reserves, 1950-55 * 


Pending completion of the Korean expansion program, Reynolds Metals pur- 
chased bauxite and aluminum from Government reserves, during the years 
1950-55. The details are shown in annex I, attached. 


4. Governmental absorption of excessive power costs * 


As early as 1945, the Surplus Property Board had noted in its report to Congress: 

“Inflexible contracts for the sale of Federal power in the Tennessee Valley and 
Pacific Northwest result at times in high costs of power for aluminum production. 
This makes more difficult the disposal of Government plants, puts Reynolds at 
a disadvantage compared with Alcoa, and places all American producers at a 
disadvantage in competing with Canadian aluminum which is produced at 
subsidized power costs. It is, therefore, desirable that those who take over 
Government plants be in a position to negotiate more flexible power contracts. 
If the existing laws governing the rates on Federal power prevent the negotiation 
of power contracts of this kind, it is suggested that Congress may wish to consider, 
in the interest of national security, a modification of those laws so far as they 
relate to the use of power for the production of strategic and critical products 
essential to the national defense’’ (p. 3). 

In 1951, there developed in the Tennessee Valley drought conditions which, 
coupled with the requirements of the Atomic Energy Commission, resulted in 
excessive costs for TVA power, assuming that Reynolds Metals was to continue 
to operate its Listerhill plant to capacity. Such costs could not be justified if the 
aluminum was to be sold in the competitive civilian market at the then prevailing 
market price. When Reynolds Metals advised the Government’s defense agencies 
of this situation, such agencies requested Reynolds not to curtail its operations 
but to pay the excess power costs, with the understanding that the Government 
would take such aluminum at the prevailing market price, absorb at least a part 
of the excess power costs, and direct Reynolds Metals as to how the high cost of 
aluminum thus produced should be distributed. Reynolds Metals complied with 
this request by the Government. 

When a similar power situation developed in the Pacific Northwest because of 
drought and other conditions, the same type of action was taken by the Govern- 
ment. At or about the same time, similar arrangements for the absorption of 
excess power costs were made by the Government with both Alcoa and Kaiser. 


3% Actually, $2,600,000 of the principal amount was advanced to finance the construction of an ore carrier 
and, upon completion, Tropical Steamship Co., Ltd., assumed liability for that amount. The details are 
set out in annex L, attached. 

3! Reference: Questionnaire annexed to Chairman Yates’ letter to Mr. Richard S. Reynolds, Jr., dated 
July 25, 1955, question No. 2 (c). . 

32 Reference: Questionnaire annexed to Chairman Yates’ letter to Mr. Richard Reynolds, Jr., dated 
Tuy 25, 1955, question No. 6; Chairman Yates’ letter to Mr. Richard Reynolds, Jr., dated July 12, 1955, 
table Vil, mill costs; Chairman Yates’ letter to Mr. Richard Reynolds, Jr., dated August 8, 1955. 
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The important features of these transactions, both TVA and Bonneville, are: 
(a) Absorption of excess power costs was not granted exclusively to 
Reynolds Metals, but was made available to all producers. 

b) It was more economical for the Government and the economy to make 
such an arrangement, rather than to precipitate a general rise in the price for 
aluminum; and 

(c) The additional aluminum secured through this reimbursement program 
would not have been produced, except for Government request. 

Inquiry is made as to Reynolds Metals’ unit costs for power in question 6 of the 
questionnaire annexed to Chairman Yates’ letter to Mr. Richard Reynolds, Jr., 
dated July 25, 1955, and in Chairman Yates’ letter to Mr. Richard Reynolds, Jr., 
dated August 8, 1955. Furthermore, as is pointed out in said letter dated August 
8, 1955, the unit cost of power is a highly important factor in Reynolds Metals’ 
mill costs for aluminum, a subject which is dealt with in table VII of Judge Knox’s 
opinion of June 2, 1950 (and is also referred to in Chairman Yates’ letter to Mr. 
Richard Reynolds, Jr., dated August 12, 1955). 

The unit cost of power for an integrated producer such as Reynolds Metals is 
universally regarded as a highly confidential trade secret. In view of the very 
substantial competitive injury to Reyrolds Metals which might result from the 
disclosure of such information, Reynolds Metals requests to be excused from 
disclosing its unit costs of power and its mill costs. 


F. REYNOLDS METALS CO. AS OF DECEMBER 31, 1954, AND TODAY 38 


As of December 31, 1954, the total assets of the Reynolds Metals Co., before 
depreciation, were $533,751,065. As of the same date, the company’s common 
stock and surplus—or its common stockholders’ equity—was $126,872,909.% 

After 1939, under the circumstances outlined above, Reynolds Metals became 
a fully integrated producer of aluminum and aluminum products. In order 
to do this, the company was required to borrow a total of over $287 million 
(exclusive of refunding operations) from private sources. During this same 
period, Reynolds Metals obtained fully secured loans totaling $46 million and 
cash advances of $27,537,033.18, from the United States Government. The 
aggregate of Government loans and advances was $73,537 ,033.18 © This entire 
amount was repayable with interest at the rate of 4 percent er annum, save for 
$1,250,000 which had been borrowed at 3 percené interest during the war. 

At the end of 1954, the total amount of plant and equipment carried on 
Reynolds Metals’ books was $369,112,174 before depreciation, and of this total 
$66,093,170 had been purchased from the United States Government and was 
recorded on the company’s books in this amount at the time of acqvisition.® 

Pursuant to the terms of the agreements under which these facilities were pur- 
chased, the Government can, upon request of the Secretary of Defense, instruct 
that up to 50 percent of such operable capacity be devoted to the purposes of 
national defense. This so-called security clause is a contingency which seriously 
affects the value of these facilities in the hands of Reynolds Metals and limits the 
company’s advance planning for civilian markets. For example, the Govern- 
ment can accomplish such a retaking even in the absence of the imposition of 
oe controls and priorities, merely upon certification by the Secretary of 

Defense that that the facilities designated are needed for national defense. Through 


33 ~ 38 Reference: ¢ Questionnaire forwarded under coveri pope from Chairman Yates to Mr. Richard 
Reynolds, Jr., dated July 25, 1955—Questions Nos. 1 an 


% Annex L-1, attached, shows for the years 1939-54 at and for the _ . months of me Reynolds 
Metals’ (1) net sales; (2) ‘profit before taxes; —— net t profit (4) net worth at end of period; and (5) cash div- 
idends. This information includes that requested Chairman Yates’ ae to Mr. Richard Reynolds, Jr., 


dated July 12, 1955, with respect to tables VIII om IX contained in Judge Knox's opinion dated June 2, 


1950. 
. zhee totals are made up as shown in omer. M, JS. etpeeint 
olds Metals’ books do not a perty tly leased from or owned by the 
Pee (which valuations a be requested ba question N Ne. 2b (2) (b) of the Out 
anda to Chairman Yates’ letter to Richard , dated July 25, 1955). There is 
as annex N a statement of the facts Senet to ore Metals with respect to certain qavabaabaiae’ 
facilities operated by the company or in the process of installation. 
The question of what maximum part of the aan poder doe pe ts and equipment purchased from the U. 8 
Government by Reynolds Metals, he theoretically be repaid by carmen in aluminum or other 
(as requested in question No. 2 ie a tee coone aemeel te Chairman Yates’ letter to 
Mr. Richara Reynolds ir qaated July 25, 1955) is exceedingly complex and one 2 = vb yo —— 
is not prepared to express an opinion. The theoretical maximums contained in ees ferrin eas 
governing the purchase of these plants and equipment would hove ts lo smatied te gb mit 
2) neers. oe aa en oe Sus end avian wham: 


r purpose; practical-considerations, 
amount of metal designated as acceptable by the Munitions ee ae rer Pantie 
Cong aluininum actaaly ered bey Reynolds 


Metals to the Government in payment for ane ee ae 
ae bo eames < Nos. 4 and 5 of the 
questionnaire annexed to Chairman Y: ag Lette to Me Richer Reynolds, Jr., dated July 25, 1955. 
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the operation of these clauses, therefore, the Government was able to dispose of 
these facilities, and yet, to retain a measure of control over their use. 

Despite the magnitude of the Government’s wartime and emergency aluminum 
expansion programs, only one-third, approximately of Reynolds Metals’ primary 
aluminum capacity, as of June 30, 1955, was represented by original capacity of 
plants and facilities purchased from the United States Government. When 
Reynolds Metals’ recently announced expansion program is completed, the per- 
centage of the company’s total primary aluminum capacity represented by the 
plants and facilities purchased from the United States Government will be 
approximately one-fourth of the total. 

ince 1939, the total amount of tax amortization certificates (authorized 
amount) received by Reynolds Metals was $190,056,013 as of December 31, 1954, 
and an estimated additional $3,000,000 of such certificates had been granted to 
apply to plant and facilities not on Reynolds Metals’ books as of December 31, 
954. 

On July 28, 1955, Reynolds Metals paid in full the outstanding principal 
balances on certain purchase money mortgage notes which had been issued as a 
part of the purchase price of plants and equipment acquired from the United States 
Government. As of that date, the Government had received from Reynolds 
Metals as direct and indirect payments on account of Government loans, cash 
advances, and plants sold to Reynolds Metals, the amounts set out in the following 
tabulation: 

Payments to United States Government by Reynolds Metals 


| Directly. om | Directly, on | 
for purchase | on loans and | Indirectly 


price of plants|°s advances 


c a er ae ...| $65,478,973 | $62, 465, 675 
a a ia en cp gia ; acaatet | 11, 783, 958 

Rental of leased plants . JIU oo Se 

Payments for power $5cuba eh ibento 6. 8. AE Sa Le 
Federal income taxes__.-. — ali: Main carethty Labeiin le oss [heaps 
Remaining principal to be paid...._......-.....--.-- Scat : 


Remaining interest to be paid_..._.-..._-- 


As of June 30, 1955, the figures respecting the annual production capacity of 
Reynolds Metals in the various categories referred to in question No. 3 of the 
questionnaire annexed to Chairman Yates’ letter to Mr. Richard Reynolds, Jr., 
dated July 25, 1955, were as follows: 


Annual production capacity 


Capacity in 
facilities 


i leased from 

Original ca ty in plants and facilities United States 

June 30, 1955 purehased trim the United States Gov- Government 
as of June 


30, 1955 


2, 000, 000 
1, 095, 000 
829, 000, 000 


78, 000, 000 
18, 000, 000 


as recorded in the report of the Surplus Property 
exceptions: 
ite. Alcoa had established a wartime 


capacity of Reynolds Alloys Co. as 170 million 
nee a oe Reynolds considered original 
60 ee 

ity of Phoenix extrusion plant as 66.7 mi 
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When the recently announced expansion program is completed, Reynolds 
Metals’ primary aluminum capacity will be increased by 270 million pounds. 

The most important fact of all is that every pound of this capacity is and will 
continue to be available for the national defense of the United States. 


Part IIT. Reynotps Merats Co.’s Postwar SuppLy AND DISTRIBUTION OF 
ALUMINUM *7 


A. REYNOLDS METALS IS A FULLY INTEGRATED PRODUCER OF ALUMINUM AND 
ALUMINUM PRODUCTS 


1. Reynolds did not become a wholly integrated producer, fully competitive with 
Alcoa, until the time of the Korean expansion program 


One highly important point with respect to the development of Reynolds 
Metals * is that this company was not fully integrated—in the sense that it was 
able regularly to offer primary pig in excess of the requirements of its fabricating 
facilities—until the Korean expansion program. While the company did make 
sales of primary pig before that time, they were occasional in nature and very much 
smaller in volume than such sales have since become. 

The relevant facts with respect to the pre-Korean situation are set out accurately 
in Progress Report No. 24 of the Joint Committee on Defense Production (82d 
Cong., 2d sess. (1953), pages 15-18, which is attached as Annex O. 

In summary, it is there demonstrated, with appropriate citations to, and quota- 
tions from, the public record, that 

(a) It has been a declared objective of the United States Government to foster 
integrated competition in the aluminum field. 

(1) This objective had the approval of the Department of Justice in 1945, 
at which time the Department stated that Reynolds Metals was handi- 
capped among other things by unbalanced capacity with only 35 percent 
of its fabricating capacity fully integrated back to the ore. The Attorney 
General stated that if Reynolds Metals succeeded in leasing and ultimately 
purchasing certain DPC alumina, ingot, and fabricating facilities, ‘that 
company’s status as a competitive producer will be improved considerably.’’ 

(2) The Government plant disposal agencies after World War II also 
advocated integrated competition for Aleoa. In its report of September 21, 
1945, the Surplus Property Board’s ‘‘recommended competitive program’’ 
had as its principal points: 

“1. First priority to buy the Government alumina and aluminum 
producing plants be given to competitors of Alcoa (p. 50). 

“2. Government fabricating plants be offered first to any operators of 
Government reduction plants in order to enable them to integrate their 
business more favorably”’ (p. 52). 

The War Assets Administration, in its report (p. 11), commented that “Sur- 
plus plant disposals have strengthened Alcoa’s competitors by enabling them 
more fully to integrate their operations.” 

(3) These policies were, by statute, subject to the approval of Congress 
and after investigations and hearings conducted by three Senate committees, 
said policies received the full endorsement of the legislative branch. 

(4) The Federal courts—through the late Judge Knox—have also ex- 
pressed themselves on the importance of integration as a basic tool for shap- 
ing a competitive aluminum industry. 

We are not aware of any reversal of this impressively endorsed national policy, 
which Reynolds Metals believes to be in the publie interest and sound. It is an 
inevitable corollary of this policy that an integrated eee be permitted to 
compete on an integrated basis. Certainly, prior to Korea, any diversion of 
——— pig produced by Reynolds Metals to outside users would have weakened 

eynolds Metals as an integrated competitor of Alcoa and would have tended to 
defeat the foundation upon which the postwar disposal program was established 
and approved by all three branches of the Federal Government. The same is 
true, after Korea, to the extent that such diversion interferes with Reynolds 
Metals’ operations as fully integrated producer. 

During the negotiations with Reynolds Metals concerning the new capacity 
proposed to meet the Korean emergency, representatives of the Government 
raised the question of having Reynolds Metals, in addition to its operation as any 
integrated competitor of Alcoa, supply pig or ingot to nonintegrated fabricators. 

® Reference: Questionnaire annéxed to Chairman Yates’ letter to Mr. Caskie, dated July 11, 1955, as 


supplemented and amended by letters of July 12, 15, 18, and August 8, 1955. 
% One that seems to be constantly overlooked in discussions of present-day aluminum supply and dis- 





tribution. 
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This was the first time that this question had been put to Reynolds in connection 
with the lease, purchase, or construction of any producing facilities. Since the 
Korean expansion program was devoted entirely to producing facilities, it did 
prove to be feasible for Reynolds to make commitments to supply limited quan- 
tities of pig and ingot without undermining its position as a competitive source 
of aluminum mill products. 

This commitment was made an integral part of the contracts entered into at 
that time, and has been fully and faithfully observed since it became effective in 
January 1951, as will be demonstrated below. 

It should be further noted, however, that the commitment which Reynolds 
Metals undertook with respect to the output of additional facilities created during 
the Korean emergency was limited by its terms to the estimated capacity of these 
new facilities. Thus, for example, as provided in article III (d) of Contract 
No. GS-OOP(D)-—12214, between the Government and Reynolds Metals and 
Reynolds Reduction Co., executed as of October 11, 1951, in order to facilitate, 
the production by Reynolds of an additional 300,000 short tons of primary pig 
it was provided: 

““(d) In no event, except as provided in Article VII and Article [X,** shall the 
Government be obligated to order or to purchase, or Contractor be obligated to 
accept orders from either the Government or nonintegrated users for an amount 
of aluminum which, added to the prior production and sale or utilization by 
Contractor of aluminum from the additional aluminum reduction facilities after 
the date of completion of the additional facilities, exceeds Three Hundred Thou- 
sand (300,000) short tons’’ (p. 9). 


2. Reynolds Metals has welcomed and assisted prospective new integrated producers 


Reynolds Metals not only created competition in the aluminum field by entering 
upon primary production in 1940, but also has squarely placed itself on record as 
welcoming and assisting prospective new integrated producers. Thus, in testi- 
fying before the Celler committee in 1951, Mr. Richard Reynolds, Jr., President 
of Reynolds Metals, stated: 

“The CHAIRMAN, Will any of the new producers, for example, Harvey and 
Apex, be able to get their bauxite from Alcoa? 

‘‘Mr. ReyNoups. We have offered Apex a deal to furnish them alumina at a 
very reasonable price. That is an arrangement made to give them alumina for 
a period of years, which they could cancel if and when they find their own ore 
or develop an aluminum plant. We made that offer to them, 

“The CHAIRMAN. Will that offer also be open to any additional producers? 

“Mr. ReyNotps. It depends on how much. We can only do a certain amount 
of that, and we will do all we can; but so far we have only offered it to Apex, 
which is about all that we could supply from our reserves. 

*‘However, I would be willing to do that to help them, or help get another 
independent into business. 

‘‘Mr, McCuttocu. The price which you have offered to furnish this bauxite 
compares favorably with the price of bauxite as sold by Alcoa? 

Mr. ReyNoups, Oh, it would be cheaper, I think. Otherwise I do not think 
Apex would take it, but we have offered them a very favorable price on alumina. 
We go one step past the bauxite. We have offered them the alumina at a very 
favorable price that would make them competitive.” 

In 1952, after it appeared that Apex would not enter the aluminum production 
field, Re nolds Metals entered into a contract with the Harvey Machine Co., 
Inc., of Montana, to supply that company with alumina. The company’s name 
was thereafter changed to Anaconda Aluminum Co. 


B. REYNOLDS METALS HAS FULFILLED ALL OF ITS LEGAL AND MORAL OBLIGATIONS 
TO NONINTEGRATED USERS OF ALUMINUM 


As a fully integrated producer of aluminum, Reynolds Metals has an obligation 
to deal fairly with all of its customers. For the most part, such customers are 
nonintegrated fabricators of aluminum products, whose operations fall into 
different. and distinet categories. 


39 Neither of the articles here referred to increases Reynolds Metals’ obligation beyond the capacity of 
the new facilities. Each deals with the situation after the first 5 years, when Reynolds Metals must reserve 
25 percent for nonintegrated users for a period of 15 years, rather than the amount specified for the first 5 


years. 
4 See hearings before the Subcommittee on Monopoly Power of the Committee on the Judiciary, House of 
Representatives, 82d Cong., Ist Sess., 1951, pt. 1, pp. 115-116. 
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1. The differeni categories of nonintegrated producers 


One of the questions considered in Progress Report No. 24 of the Joint Com- 
mittee on Defense Production, 82d Congress, 2d session (1953), was thus stated 
by the committee: 

“Of particular significance in appraising the development of competition in the 
aluminum industry is the extent to which the nonintegrated fabricator has had 
access to the Nation’s aluminum supply. Because all producers are integrated, 
they fabricate as well as produce aluminum and also manufacture some finished 
products or end items. The question has been raised as to whether the activities 
of these producers, as fabricators and finished product manufacturers, absorb so 
much of their primary production as to deprive the nonintegrated fabricators and 
manufacturers of an adequate raw material supply”’ (p. 7). 

In order to consider that question intelligently, the committee found it necessary 
to examine into the categories into which such nonintegrated fabricators were 
divided and the numbers in each category. The result was set out in the joint 
committee’s report (pp. 7-8): 

“Since the end of World War II many discussions of aluminum supply have 
referred to the existence of ‘17,000 nonintegrated fabricators.’ Actually that 
figure includes two distinct groups: 

(1) Prime product fabricators. 
‘““(2) Finished product or end-item manufacturers. 

“(a) The prime product fabricators buy ingot or semifabricated stock to make 
sheet, foil, wire, cable, extrusions, forgings and castings for sale to the end item 
manufacturers. Aside from the castings foundries, which are a special problem 
because most of them ordinarily use secondary rather than primary aluminum, 
there are only 133 fabricators in this category, less than 1 percent of that 17,000 
fabricator group total (see appendix table 1). It is this group of 133 fabricators 
plus a relatively small number of foundries which rely on integrated primary 
producers for their regular raw material supply and compete in some cases with 
one or more of the integrated producers in the sale of their products. 

**(b) The finished product or end-item manufacturers make up the overwhelm- 
ing majority of that 17,000 fabricator group. These manufacturers use as their 
principal raw material fabricated aluminum made and sold by both the integrated 
producers and the nonintegrated prime product fabricators described above. 
These manufacturers constitute the largest class of customers of both the inte- 
grated producers and the nonintegrated prime fabricators. For the most part 
there is no competition between this group of manufacturers and the integrated 
producers. Only to the extent that the integrated producer manufactures end 
items, finished aluminum components or articles requiring no further processing, 
does he compete with any of the manufacturers in this group. Less than 7 percent 
of the shipments by the integrated producers are in the finished-product category 
which could be competitive with some of the products turned out by the manu- 
facturers of end items (see appendix.table 2).’’ 

Since the joint committee reported in 1953, there have been undoubtedly 
changes in the number of fabricators engaged in prime-product fabrication, as 
distinguished from finished products or end-item manufacture, but the relative 
size of the two groups remains substantially unchanged. 

It follows that nonintegrated producers who rely upon primary pig or ingot 
as their primary raw material constitute a small minority of the nonintegrated 
users of aluminum. When we further limit our definition to cover only those 
users of primary pig or ingot who are engaged exclusively in extrusion operations, 
we find that they are a very small minority indeed. The best recent estimate 
of their number is only 106 out of a total believed to be in the order of 25,000 
nonintegrated users. 


2. The sources of Reynolds Metals’ supply of aluminum, 1946 through the first 6 
months of 1955 *! 

The sources of Reynolds Metals’ supply of aluminum, annually for the years 
1946-54, inclusive, and monthly for the first 6 months of 1955, are shown in annex 
P, attached. 

One notable feature of this tabulation is the extent to which, in 1946, Reynolds 
Metals was forced to rely upon purchased from Alcoa, from Alcan, and from the 
Government’s wartime surpluses, in order to supplement its inadequate production 
of primary pig. As of that date, certainly, Reynolds Metals could not have been 
regarded as a fully integrated producer and competitor. 


“ Reference: Interrogatory annexed to Chairman Yates’ letter to Mr. Caskie, dated July 11, 1955. 
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Another notable feature of the tabulation is the fact that Reynolds Metals’ 
production of primary metal in 1954 was 431 percent of that which 1t produced in 
1946 and if 1955 production continues at the rate etablished during the first 6 
months, its production of primary metal in 1955 will be 446 percent of that 
produced in 1946. 

It has been impossible to give the details requested with respect to tolling and 
conversion operations, since Reynolds Metals’ operating records do not contain 
this information in the detail in which it was requested. Reynolds Metals’ receipt 
of toll and conversion metal, however, is inconsequential compared with its total 
receipts of metal. 

As a matter of fact, Reynolds Metals very seldom engaged in true tolling or 
conversion operations. Its much more customary practice—and an indication of 
the extent thereof—is indicated in the column of annex P, which shows purchases 
of primary metal from domestic producers other than the primary producers. For 
the most part, these purchases of primary metal by Reynolds Metals were offset 
by sales of semifabricated or fabricated forms of aluminum, made by Reynolds 
Metals to the vendors of such primary metal. These are not tolling operations, 
because the primary metal was purchased outright by Reynolds Metals at the 
current price effective at the time, and Reynolds Metals sold the semifabricated 
or fabricated forms of aluminum to the vendors of such primary metal, at Reynolds 
Metals’ then effective prices for the same. No tolling charge was involved. 

The inconsequential nature of these transactions, in the light of Reynolds 
Metals’ total metal supply, is indicated by the fact that the largest figure in this 
column, for the year 1953, is 16.9 million pounds, a year in which Reynolds 
Metals’ total supply of aluminum was 788 million pounds. 


3. Reynolds Metals’ distribution of aluminum, through the first 6 months of 1955," 


The distribution of Reynolds Metals’ total supply of aluminum, annually for 
the years 1946-54, inclusive, and monthly for the first 6 months of 1955, is shown 
on annex Q, attached, which covers the categories specified in question 2 of the 
questionnaire annexed to Chairman Yates’ letter to Mr. Caskie, dated July 11, 
1955. 

Reynolds Metals has not engaged in the practice of selling primary aluminum 
and then, without shipping the same from its plants, tolling or converting such 

rimary aluminum for its pig, ingot, or billet customers. Nor has Reynolds 
Metals engaged in the practice of, selling semifabricated aluminum beyond the 
pig, ingot, or billet stage and then, prior to the shipment of the same from its 

lants, tolling or converting such material for domestic customers. Accordingly, 

eynolds Metals’ responses to questions Nos. 2 (c) and (d) of the questionnaire 
annexed to Chairman Yates’ letter to Mr. Caskie dated July 11, 1955, is ‘‘None.”’ 
Also, in view of the above, no exclusions have been made in the responses to 
questions Nos. 2 (a) and (b) of said questionnaire. As far as this company can 
ascertain, all metal accepted by it for tolling or conversion originated with a 
competitive producer or from scrap. 

Moreover, the aggregate of the various categories of distribution, as set out in 
annex Q, does not equal the total supply for each year and each month, as set 
out in annex P. This is because of losses of metal (melt and dross loss) and 
changes of inventories at plants and warehouses. Reynolds Metals’ operating 
records do not permit us accurately to reconcile these figures. 


4. Reynolds Metals has more than lived up to its legal and moral obligations to 
supply nonintegrated users of aluminum 


It is apparent from a comparison of columns (a) and (b) of annex Q that 
Reynolds Metals’ sales of primary aluminum to nonintegrated producers have 
greatly increased since 1946. Even prior to the Korean emergency which began 
in 1950, there had been a notable increase in the relatively small, occasional sales 
of such aluminum by Reynolds Metals Co. Beginning in 1950, very substantial 
amounts are involved and they, too, increased greatly each year, save for 1954, 
which, for the most part, was a year in which supply exceeded demand. The 
decrease in this category in 1954 was less than the decrease in the amount of 
Reynolds’ production processed in Reynolds’ fabricating plants. On the basis 
of experience during the first 6 months of 1955, such sales by Reynolds Metals 
during 1955 are estimated at 179.6 million pounds, as compared with 67 million 
pounds in 1950 (a 168 percent increase over 1950). 


@ Reference: Questionnaire annexedfto Chairman Yates’ letter to Mr. Caskie, dated July 11, 1955, ques 
tions Nos. 2-6, inclusive, as amended and supplemented by letters of July 12, 15, 18, and August &, 1955. 
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Moreover, the percentage increase in sales of primary aluminum to noninte- 
grated users (col. (b) of annex Q) is very much greater than the percentage 
increase (or decrease) in the amount of metal processed in Reynolds Metals’ 
fabricating plants or added to fabricating plant inventories (col. (a) of annex 
Q). Thus, the annual percentage increase (or decrease) in each of these categories 
for the years 1950-55, inclusive (using first 6 months figures for 1955 as the basis 
of an estimate of year end results) was as follows: 








| Processed in 
| Reynolds Metals’ Sold as primary 
fabricating plants | metal to domes- 








Year or added to fab- | tic nonintegrated 
7 ricating plant users—annual 
inventories— percentage 
annual percent- inerease 
age increase 
web Assi wuts lata wl... ae ee 16 | 130 
DOE os dies noice hihsnndanss wewghscscbodslamupeegey~biqeapsiele pak eaaige 10 15 
eee Seeman, 14 55 
pL IRR RIN ERR 14 | 19 
966 £311 AB Uezzs. sOMaMGLTI iL Those. 2 Bist tl 116 | 15 


9086. - Saisplenicscé eager sonenneles 2ese thine o-e0el + ~= uegee ae 20 | 33 


' ' 


1 Decrease. 


In annex R, attached, is set out Reynolds Metals’ response to question No. 1 
of Chairman Yates’ letter to Mr. Caskie, dated July 15, 1955, inquiring with 
respect to Reynolds Metals’ obligations under the Korean expansion contracts 
between General Services Administration and Reynolds Metals Co., providing 
for tenders of primary metal to nonintegrated users. In order to put these 
figures in context, we have added columns (e) and (f). Column (e) corresponds 
to column (b) of annex A and it shows, for the periods of time considered in 
annex R, Reynolds Metals’ actual sales of primary aluminum to domestic non- 
integrated users. Column (f) of annex R shows, for the periods dealt with in 
annex R, the amount of primary metal produced by Reynolds which was proc- 
essed in Reynolds Metals’ fabricating plants or added to fabricating plant inven- 
tories. 

Consideration of annex R will demonstrate conclusively that at all times 
Reynolds Metals’ shipments of primary metal to nonintegrated users have far 
exceeded the amounts of such metal which it was obligated to tender under the 
contracts with GSA. Moreover, it also appears on the face of annex R that 
the percentage rate of increase of Reynolds Metals’ shipments of such primary 
metal to nonintegrated users has consistently been greater than the amount of 
Reynolds Metals’ production retained by it for processing and delivery to non- 
integrated users who do not rely upon primary pig, ingot, or billet as their source 
of raw material.* 

Insofar as Reynolds Metals may be said to have a moral obligation to supply 
aluminum to nonintegrated users thereof, this company believes that such obliga- 
tion exists with respect to all categories of nonintegrated users. Due regard must 
be given to the number of users in each category; to the amount used (which also 
relates to the number of end users affected) ; to the defense or nondefense character 
of the nonintegrated users involved; and, to some reasonable extent, to the histor- 
ical pattern of use by such nonintegrated users. We recognize the desirability 
that nonintegrated producers and fabricators secure sufficient aluminum to enable 
them to grow, but we do not believe that this is applicable exclusively to any 
single category of nonintegrated users. Reynolds Metals does, as it must, 
recognize its obligation to deal fairly and equitably with all classes of its customers. 

It is plain from the foregoing that this has been done by Reynolds Metals Co. 


5. Competition between Reynolds and nonintegrated producers 


The extent to which the aluminum and aluminum products sold by Reynolds 
Metals and thereafter reprocessed or resold by others become competitive with 
Reynolds Metals’ own sales is a highly complex question, with respect to which 
this company is unable and unwilling to conjecture. There is attached, as annex 
S, the information requested with respect to “reroll sheet”’ and the other categories 
referred to in subparagraph (a) of question No. 2—‘‘Supplement to revised table 


_# In annex R-1, attached, there is contained the information requested in question No. 2 of Chairman 
Yates’ letter to Mr. Caskie dated July 15, 1955. 


PSY Ae IE 





eget SRN Cee RAT: PE 





ALUMINUM INDUSTRY 501 


2,” as annexed to Chairman Yates’ letter to Mr. Caskie, dated July 11, 1955." 
This information covers only the period 1953 through the first 6 months of 1955, 
because Reynolds Metals’ operating records prior to 1953 do not permit of an 
accurate delimitation of these categories. 

In response to subparagraph (6) of said question, Reynolds Metals does not 
regard all of this metal as moving into channels that later compete with Reynolds 
Metals and some of it is undoubtedly semifabricated in shapes, dimensions or 
products which Reynolds Metals does not make. 

Reynolds Metals is unable to give actual or estimated figures in response to 
subparagraph (c) under said question. The only generalities justified by the 
facts known to Reynolds Metals are as follows: , 

(a) Reynolds Metals’ customers make and sell products which are noncompeti- 
tive with the sales activities of Reynolds Metals, as well as products which are 
eompetitive therewith. 

(b) Reynolds Metals is not informed as to the relative volume of the products 
sold by it which do or do not become competitive. 

(c) Reynolds Metals’ determinations as to whether it will accept an order 
placed by a particular customer, and as to terms of sale, are made without regard 
to whether the subject of such sale will or will not ultimately become competitive 
with the sales activities of Reynolds Metals. 


6. Reynolds Metals’ prices 


In order to place in context the questions relating to Reynolds Metals’ prices 
it is necessary briefly to review the history of aluminum prices. 

(a) Aluminum prices.—Reynolds Metals made its decision to become a primary 
qeonneer and built its initial producing plants during the early years of World 

Jar Il when, despite rapidly rising costs, there was a drastic drop in the base 
price of aluminum: 


4# Reference: Questionnaire annexed to Chairman Yates’ letter to Mr. Caskie, dated July 11, 1955, Ques- 
tion No. 2—“‘Supplement to revise table 2.”’ 


45 Questionnaire annexed to Chairman Yates’ letter to Mr. Caskie, dated July 11, 1955—Question No. 3; 
and Chairman Yates’ letter to Mr. Richard 8. Reynolds, Jr., dated July 18, 1955. . 
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As the preceding chart shows, there was a 25 percent drop in the base price, 
20 cents to 15 cents, during 1940 and 1941 when Reynolds was making its start 
as a primary producer. And a year later the base price came down to 14 cents 
a pound when 99 percent plus pig became commercially available. This 14-cent 
base price remained constant to the end of World War II, beyond the end of OPA 
controls (on November 8, 1946) and did not change until June 1948. 

No other major metal showed a comparable drop in price during those. war 
years. A comparison of prices just before the war, in 1939, and at the close of 
the war, in 1945, shows the following contrast: 


World War II metal prices 


{Cents per pound] 


Down (—) 
1939 1945 up (+) 
Cents | Cents Percent 
Aluminum.... 20 4 - 
Steel... _- ‘ 1.51 1. 57 | +4 
Copper - -- oi 11.07 | 11. 87 | +7 
Leag..... : ‘ ‘ 5.05 | 6. 50 | +29 
Zine 3 5.51 | 8. 65 | +57 
All commodities (U. S. Bureau of Labor Statistics Index) -- -- 5.1 | 68.8 | +37 





Since the end of World War II and price controls, the general commodity price 
level has risen sharply, but aluminum prices rose less than most of the other major 
metals. As the following comparison shows, aluminum has retained its favorable 
price relationship to other metals, established during the 1940-41 period: 


Price changes 








Percent 
increase 
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Cents Cents 
SION. obaivd at oibsinn dndivdtdcccsctiacvcseaan nee 20.0 22. 5 | 12.5 
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NE aie vitget = ncca sens scone apectenese- senate i 5.51 | 13.0 135. 9 
BF COGN on si. dscns ctac5sdn eee eel 50.1 + 110.6 | 120.7 
i 
1 July 1955. 


A sound price must be not only low enough to maintain and increase sales but 
also high enough to yield a profit and attract the capital necessary for the replace- 
ment and expansion of facilities. In a growth industry, the relationship between 
price and new capital is especially important. And in the case of the aluminum 
industry, requiring about $1,500 of capital investment per ton of new capacity, 
there is added reason for appraising primary aluminum prices in the light of 
prospective new capital requirements. 

The capital needed per ton of new primary aluminum capacity is 3 or 4 times 
as great as it was when Reynolds built its first producing plants in 1940—41. 
Today’s prices, only 2}4 cents higher than in 1939, are clearly not as attractive 
as they were then, from the viewpoint of attracting the capital needed for ex- 

ansion. 
' (b) Mr. Reynolds’ statements respecting aluminum prices.4°—It was in the light 
of the background outlined above, and for the reasons above indicated that Mr. 
Richard Reynolds, Jr., testified on May 24, 1955 (Tr. p. 512), that the price of 
aluminum pig is too low. As Mr. Reynolds further testified (Tr. pp. 513-514): 

“Mr. Yates. How much should it be, then? 

“Mr. Reynoups. I do not know—I do not know what it should be, but it 
should be more than it is.” 

* * * * * * * 


“The payout is too long. In other words, the investment is so great—the 
investment in dollars is so great—and the payout is so slow. In other words, 


Reference: Chairman Yates’ letters to Mr. Richard Reynolds, Jr., dated July 12 and August 8, 1955. 
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the amount of money that they can make on the aluminum that they can invest 
in other things is much better, and they can make a bigger return.” med 

There is attached as annex T a copy of the brief submitted by Reynolds Metals 
in 1952 when it requested an increase in the price of aluminum. The reasons 
which Mr. Reynolds gave to Dr. Steelman when he urged that the price should 
be increased were, in substance, those set out in the attached brief. 4 

(c) Reynolds Metals’ prices.““—The information with respect to Reynolds Metals’ 
prices, and changes therein, from January 1, 1949, to June 30, 1955,¥as requested 
in question No. 3 (a) of the questionnaire annexed to Chairman Yates’ letter to 
Mr. Caskie, dated July 11, 1955, is set out in annex U, attached. Neither reroll 
slab nor tube blooms were offered on a standard basis during this period and these 
items have now been discontinued. The information respecting tolling charges, 
as requested in question No. 3 (b) of the questionnaire annexed to Chairman 
Yates’ letter to Mr. Caskie, dated July 11, 1955, is contained in annex V,{at- 
tached. As will be appreciated from the oe discussion, these prices are 
applicable to only an inconsequential portion of Reynolds Metals’ shipments. 
Reynolds Metals is unable to furnish base prices covering purchases of new 
aluminum scrap for this period (as requested in said question No. 3 (b)), because 
the company does not purchase this commodity on any regular base price system. 
Since Reynolds Metals is not consistently active in the aluminum scrap market, 
virtually all of its purchases of aluminum scrap are made by individual negotia- 
tions. 

There is also attached as annex W a copy of the press release issued by Reynolds 
in 1955 in connection with an increase in the price of aluminum. 

In question No. 4 of the questionnaire annexed to Chairman Yates’ letter to 
Mr. Caskie dated July 11, 1955, a request was made for all estimates of aluminum 
demand given by Reynolds Metals to the Office of Defense Mobilization and any 
other Federal agencies since June 30, 1953. On the basis of a careful search and 
inquiry, we attach a copy of a letter from Mr. Maxwell Caskie, Jr., to Dr. George 
Perkins, Director, Aluminum and Magnesium Division, Business and Defense 
Services Administration, dated September 10, 1954, and a letter from Mr. A. A. 
Snow, Assistant Director, Aluminum and Magnesium Division, Business and 
Defense Services Administration, to Mr. Maxwell Caskie, Jr., dated February 17, 
1955. As you will note, these letters refer to certain estimates of aluminum 
demand or consumption given by Reynolds Metals Co., one of which was prior to 
June 30, 1953. We are also informed that at a meeting of the Primary Producers 
Industry Advisory Committee on May 23, 1955, Mr. Richard Reynolds, Jr., 
estimated orally the demand for 1955 at 3,900,000,000 pounds. So far as we are 
aware, these are all of the estimates of aluminum demand submitted by Reynolds 
Metals Co. to ODM and other governmental agencies ee period indicated. 
The letters referenced above are attached hereto as annex X. 


7. Tables set out in Judge Knox’s opinion of June 2, 1950 * 


Reynolds Metals requests that it be excused from submitting extensions of the 
tables contained in the opinion of Judge Knox dated June 2, 1950,*° upon the 
following grounds: 

(a) The purpose for which such extension is requested appears to exceed 
recognized limitations upon the proper sphere of activity of a congressional 
investigating committee; 

(b) Much of the information requested (particularly with respect to tables 
V and VI) duplicates the information requested in the questionnaire annexed 
to Chairman Yates’ letter to Mr, Caskie, dated July 11, 1955; and 

(c) Information respecting mill costs, dealt with by table vil, is universally 
regarded as a highly confidential trade secret which cannot be disclosed 
without serious risk of irreparable injury. 


Cc, ALUMINUM AND THE PUBLIC INTEREST 


Since 1939, the aluminum industry as a whole has made available to the Ameri- 
can people vast quantities of a valuable strategic material, having ever expanding 
civilian uses. This has been accomplished through a tremendous expansion of 
primary capacity—from 350 million pounds, in 1939 to a presently contemplated 
4 billion pounds annually. There has been no parallel development in the entire 
field of major metals during this period. 


i a Questionnaire annexed to Chairman Yates’ letter to Mr. Caskie, dated July 12, 1955—Ques- 
tion No. 3. 


48 References: Chairman Yates’ letters to Mr. Richard Reynolds, Jr., dated July 12 and August 8, 1955. 
Except te the extent that the requested information has been furnished in annex L-1, attached, 
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All of this has been done in the context of a consistently rising spiral in costs of 
all kinds. 

Yet, today, the price of primary aluminum is only 2% cents more per pound than 
it was in 1940, when Reynolds Metals began production of primary aluminum as 
Alcoa’s first competitor. Actually, today’s price of aluminum represents a very 
substantial reduction from the 1939 price, because of the great decrease in the 
purchasing power of the dollar, which is illustrated in the table, attached as 
annex Y 

Annex Z is a chart showing the movement of the prices of the nonferrous metals, 
and of steel, for the period 1939-55, inelusive. 

This is a remarkable record. It is all the more remarkable when we compare 
it with the record of competing metals. 

Reynolds Metals is proud of its part in this development. 


{Congressional Record, proceedings and debates of the 77th Cong., 2d sess.] 
ANNEX A 
Tue Reynotps Metats Co. 


(Speech of Hon. Lister Hill, of Alabama, in the Senate of the United States, May 18, 


Mr. Hiiu. Mr. President, 2 years ago today an old friend, Hon. Marion M. 
Caskie, former Chairman of the Interstate Commerce Commission, then vice 
president of the Reynolds Metals Co., brought to my office the president of bis 
company, Mr. R. 8. Reynolds. It was my first meeting with Mr. Reynolds, but 
with great earnestness he asked me to make a few notations. In the light of 
subsequent history I wish to repeat them to the Senate and to the country. Mr. 
Reynolds said: 

“First. This is a light-metals war and will be won or lost in the air. France, 
England, and America have ignored for 5 years the sensational increase in pro- 
duction of aluminum and magnesium metals by Germany and her allies. a 
consequence of this tragic failure, France is now doomed. Unless we quickly 
awake to the peril of this new type of aerial warfare, England will fall, and 
America will follow. 

“Second. This is a mechanized war. Here in America we hold in our hands 
the salvation of the world. Here, and here alone, exist the trained manpower, 
the machines, and the genius that has made this the greatest mechanized nation 
on earth. The Government, with full protection to labor and owners, must take 
over immediately this magic army of mass production and convert it quickly to 
the manufacture of airplanes and tanks. If we act quickly, we shall save millions 
of lives and billions of dollars.” 

So spoke Mr. Reynolds 2 years ago this day. Rebuffed by some who should 
have given him unstinted support, Mr. Reynolds set an example which he hoped 
others might follow. 

Mr. Truman. Mr. President 

Mr. Hitt. I yield to the Senator from Missouri. 

Mr. Truman. I can testify from evidence before the committee, of which I 
have the honor to be chairman, that Mr. Reynolds risked all he had in order to 
help the country obtain the necessary aluminum supplies for the construction of 
planes, tanks, and guns. Mr. Reynolds is a patriotic citizen. He risked every- 
thing he had. He was dependent absolutely on the Aluminum Company of 
America for his supplies of aluminum for his own business, and he took the chance 
of losing everything he had. 

Mr. Hr. In other words, his private business without the supply of aluminum 
from the Aluminum Company of America would have absolutely passed out. 

Mr. Truman. It would have passed out, and he risked his private business and 
mortgaged it in order to make aluminum for the benefit and welfare of the country 
as a whole. 

Mr. Hruu. I wish to thank the Senator from Missouri for his words. He is 
familiar with the record before his committee, and has given the facts as they 
are. As he has stated, the Reynolds Metals Co. mortgaged every private plant 
they had to the RFC in 1940 in order that they might go into the aluminum busi- 
ness. They asked for no Government subsidy; they asked for no favor at all; but, 
instead, for a loan of money for which, as I have said, they gave a mortgage on 
every plant they had. 

The Reynolds Metals Co. mortgaged 20 large factories for an RFC loan in June 
1940. In record time 5 mammoth aluminum-reduction plants were built—2 in 
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Alabama and 3 in the State of Washington. These plants are producing today at 
the rate almost of 100 million pounds per annum. te this year this company’s 
production should reach a total of 160 million pounds of virgin aluminum. This is 
about as much aluminum as the combined production of France and England and 
almost half as much as the Aluminum Company of America produced as late as 
1939. All of this metal and more is being fabricated by Reynolds into wrought 
aluminum sheet, rod, and extruded shapes for airplanes and ships in its expanded 
fabricating facilities and in defense plants it is operating for similar production. 

At the time of Pearl Harbor, Reynolds Metals Co. was ready for the challenge, 
and since that momentous date has furnished to our country and the United 
Nations approximately 40 million pounds of fabricated aluminum which, trans- 
lated into fighter planes, represents 5,000 of them. 

One year later, in May 1941, Mr. Reynolds, after having built the great alumi- 
num production plants in the States of Alabama and Washington, and after 
being engaged in actual production, still not satisfied that there would be enough 
aluminum to meet the impending war requirements, addressed a letter to the 
Office of Production Management in which he stated that, although he had 
done what he could at the time, he felt that our production of aluminum would 
not be sufficient to win the war and, in order to meet the emergency, urged the 
Office of Production Management to go further and convert the automobile 
industry and other industries into the production of aluminum and into the 
production of aircraft. 

I ask unanimous consent to have the letter set out in full in the Record. 

(There being no objection, the letter was ordered to be printed in the Record, 
as follows:) 

‘In view of the turn in world affairs, I have once again become alarmed. I am 
alarmed because of the position in which the United States may soon find itself 
in this hungry and war-mad world. I am alarmed as a member of the aluminum 
industry at the magnitude of the responsibility we must face immediately, With 
these thoughts in mind, I am led to submit the following suggestions: 

“First. We should plan immediately to double the present production of 
aluminum and multiply by 10 our present production of magnesium. This is 
the absolute minimum if we hope to preserve our independence and way of life. 

“Second. The greatest weakness, as I view it, in the production of aluminum is 
that there are today only 2 large and | small alumina plants in the United States— 
1 at Mobile, 1 at St. Louis, and our small plant at Listerhill, Ala. (producing its 
first alumina this week). If the large alumina plant at Mobile should be closed 
by strike, accident, or sabotage, it would wreck all of your calculations on alumi- 
num. I feel constrained to urge again, at this time, that the Government itself 
finance at least 10 ‘standby’ alumina plants, at different locations well within the 
safety zone. (This in addition to any increase in regular production.) These 
plants should be equipped with stocks of bauxite and be ready for operation should 
the emergency arise. 

“Third. It is my firm conviction that production of light metals (aluminum 
and magnesium) can be expanded as fast as the aviation, automotive, and other 
direct contractors can expand. Of course, the metal manufacturers should have 
the same length of time to meet expansion programs as the defense contractors. 

“Fourth. The peace of the world, in my opinion, can only be secured and main- 
tained by America making war so horrible that no country or man will ever again 
take up arms. We have the will, we have the production capacity, and I feel that 
America only awaits the command of our President.”’ 

Mr. Hiiu. Following this eloquent appeal of Mr. Reynolds, the Office of Produc- 
tion Management within a few weeks announced that the Government would 
build plants to produce an additional 600 million pounds of aluminum per annum, 
and this has been more recently followed by even further increases. 

The record of the Reynolds Metals Co. stands distinct and alone, because this 
company was the first to realize that enormously increased quantities of aluminum 
metal would be absolutely vital if victory is to be won. Without waiting for firm 
orders, cash-down payments, or Government protection, the company mortgaged 
all its peacetime factories to increase the supply of aluminum at the very time 
America was being lulled to sleep as France had been lulled to sleep—lulled by 
assurance of those in authority—and by statements and press notices that Amer- 
ica’s supply of aluminum would be ample for defense as well as for civilian 
requirements. 

In the light of what has happened since May 1940 I want my colleagues and 
the Nation to know that Reynolds Metals Co. is the only company in the United 
Nations that dared to enter, on its own resources, the hazardous business of 
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roducing aluminum metal from bauxite. This company now has 30 plants, 
ocated in 13 States, with 16,000 employees, and has never had a strike. I am 
roud of the fact that its largest plant is located in Alabama. I hope my col- 
eagues may have the pleasure of visiting this mammoth plant, and seeing it in 
continuous operation. The plant is unique, for in all the world it is the only one 
where raw bauxite goes in at one end and comes-out at the other end finished 
wrought aluminum sheet for airplanes. 

I am sure the Congress and a grateful Nation will long remember its one and 
only aluminum volunteer—the Reynolds Metals Co. 

Mr. Meap. Mr. President, will the Senator yield? 

Mr. Hit. I yield. 

Mr. Meap. As a member of the Truman committee, I am quite familiar with 
the subject which has been so well discussed on the Senate floor this morning by 
my distinguished colleague, the Senator from Alabama. I wish publicly to com- 
mend Mr. Reynolds for his foresight and leadership, as well as for the splendid 
contribution he made to the well-being of our country. When officials of the 
OPM, high officials in the Government, and leaders of industry were telling us 
that we had all the aluminum we needed with which to meet present and future 
demands, this man Reynolds was a great power, stating to us, and reiterating 
with emphasis, that we would be short of aluminum, and needed more aluminum 
production. Supporting him and his contention, and meriting our wholehearted 
commendation, is the distinguished Senator from Alabama, who sustained this 
pioneer, making a splendid contribution to the story that was well written by the 
committee headed by the Senator from Missouri [Mr. Truman]. 

Mr. Hitt. I wish to thank the Senator from New York for his kind words as 
a member of the Truman committee, which investigated thoroughly the aluminum 
situation. He knows the facts. 

Mr. Norris. Will the Senator yield? 

Mr. Hitt. I yield. 

Mr. Norris. How much time is consumed by the process the Senator has 
described, the aluminum coming out a finished product? How far does the 
material have to travel from the raw product to the finished product? 

Mr. Hix. Some of the raw product, the bauxite, comes from the State of 
Alabama, about 200 miles from the plant. 

Mr. Norris. I do not mean that; I mean, What is the distance traveled in the 
plant? How far does the material travel before it becomes aluminum? 

Mr. Hit. There are really three different processes in the great plant in Ala- 
bama. First, they make the alumina, then they get the aluminum, then it is 
converted into sheet aluminum. There are 3 different processes, and from the 
time the raw bauxite enters the plant until it comes out covers a period of only 
2 weeks. 
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Annez C to responses of Reynolds Metals Co. to questions by Hon. Sidney R. Yates, 
chairman, Subcommittee No. 3, Select Committee on Small Business of the House 
of Representatives of the United States, 84th Congress 


WasHINGTON 7, D. C., January 11, 1951. 
Mr. Marion M. Caskin, 
Executive Vice President, Reynolds Metals Co., 
World Center Building, Washington, D. C. 


My Dear Mr. Casxte: I have your letter of January 3 with reference to the 
following that appeared recently in Mr. Pearson’s column: 

“Reynolds was urged by Secretary of the Interior Ickes to manufacture alumi- 
num in completition with the giant Aluminum Corporation of America during the 
war, and was given all kinds of Government loans, orders and backing * * *.’’ 

As I recall, Reynolds Metals Co. entered the aluminum business in competition 
with the Aluminum Company of America entirely on its own initiative without 
any Government agency requesting or urging it to do so. It was done over the 
active opposition of some of those in charge of the national defense program. 
Mr. Reynolds also had difficulty in getting power. At first, TVA turned him down 
until Senator Lister Hill brought it to its senses. Mr. Reynolds had to come to 
me personally to get Bonneville power but I was glad to let him have it, even if 
some men high in the administration brought real pressure to bear upon me to 
give it to Alcoa instead of to Reynolds. 

After Reynolds had arranged its initial loan from RFC, I then urged it to in- 
crease the productive capacity of its then comparatively small plant contemplated 
at Longview, Wash., and I advised Reynolds that I had conferred with Mr. Jesse 
Jones and that RFC would lend additional amounts to Reynolds to permit it to 
increase that plant’s capacity up to 60 million pounds per year. Mr. R, 8. 
Reynolds, Sr., chairman of your company’s board, promptly responded to my 
request. The plant’s capacity was thus increased, and its production proved 
most helpful in the successful prosecution of World War II. 

I further recall that the Senate War Investigating Committee and the Senate 
Small Business Committee found that while the Aluminum Company of Canada 
was advanced $68,500,000 by our Government, without collateral and originally 
without interest, and was given firm orders for large quantities of aluminum 
that aggregated as much as 1,400 million pounds with favorable escalator clauses 
to take care of possible increases in cost of production, Reynolds Metals Co. 
was not afforded similar treatment for the same purpose—namely to produce 
aluminum for the defense purposes. For its original and subsequent loans, 
Reynolds was recuired to produce adequate collateral in the form of first mort- 
gages on all of its numerous industrial plants, then unencumbered, as well as 
first mortgages on the plants to be built with the proceeds of loans or subse- 
quently acquired. In addition, it was required to deposit as collateral all stock 
held by the company in subsidiary and affiliated companies. Reynolds’ loans 
bore interest at the rate of 4 percent, and my recollection is that this was a higher 
rate than that charged the Aluminum Company of Canada. Reynolds received 
no firm orders, no down cash payments, and none of the other favorable terms 
afforded the Canadian company. 

I have before me the interim report of the Surplus War Property Subcommit- 
tee of the Special Committee To Study Problems of American Small Business, 
United States Senate, 79th Congress, Ist session, pursuant to Senate Resolution 
28, of September 10, 1945, in which reference is made to the extraordinary assist- 
ance given the Aluminum Company of Canada by the United States Govern- 
ment. The committee concluded with the following findings and recommenda- 
tion as set forth on page 10 and 11 of its-report: ‘“‘Government loans made to 
Reynolds on terms less favorable tham loans made to the Canadian company, 
should be renegotiated. It would seem to be indefensible for the Government 
to exact harsher terms from United States operators than those given to the 
newly created giant competitor across the border.” 

I am informed that following the above recommendation, your company 
requested RFC to comply therewith but that no action was taken in this direction 
by RFC. 

Sincerely yours, 
Haroup L. Ickes. 
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Annex D to responses of Reynolds Metals Co. to questions by Hon. Sidney R. Yates, 
chairman, Subcommittee No. 3, Select Committee on Small Business of the House 
of Representatives of the United States, 84th Congress 


Furure or Licur Meraus INTERIM REPORT OF THE SuRPLUS WAR PROPERTY 
SUBCOMMITTEE OF THE SPECIAL CoMMITTEE To Stupy PROBLEMS OF AMERICAN 
SMALL Business, Unirep States SENATE, PuRSUANT TO SENATE RESOLUTION 
28, SepremMBeR 10, 1945 

[Pp. 10 and 11] 


Extraordinary assistance was given by the United States Government to the 
Aluminum Company of Canada, which has resulted in the rise of that company 
from a minor institution to the largest and probably the lowest cost private pro- 
ducer of aluminum ingot in the world. The principal stockholders of Aleoa own 
a majority stock interest in Aluminum, Ltd., a holding company whichohwns the 
Aluminum Company of Canada. 

United States assistance to the Canadian company grew out of our unpre- 
paredness to meet requirements for aluminum to carry out the aireraft expansion 
program of 1941-42. Officials of Defense Advisory Commission and Office of 
Production Management had relied on assurances of Alcoa and private power 
officials that we would have ample power and aluminum to meet all needs. 

Pleas made in 1940 by R. S. Reynolds, Secretary Ickes, and western and south- 
ern Senators and Members of the House of Representatives for capacity great 
enough to meet the challenge of Germany’s air armada went unheeded. In 
April 1941 it suddenly became realized by our authorities that vastly larger 
quantities of both aluminum and magnesium were urgently needed. 

Our officials were informed that part of our requirements could be supplied by 
the Aluminum Company of Canada, and placed orders in the spring of 1941 and 
in the spring of 1942 with the Canadian company for over a billion pounds of 
aluminum ingot, at prices averaging several cents per pound higher than the 
United States market price. 

In order to assist the Canadian company to expand its production facilities to 
fill these orders, our Government. made to the Canarian company advances of 
$68,500,000. At the same time, a program was adopted for expanding United 
States private and public power and aluminum and magnesium production to 
the present levels. 

The United States purchases ard loans in Canada, together with similar loans 
and purchases by the British Government, with provisions for writing off the 
plant investment through accelerated rates of depreciation, combined to provide 
the Canadian company with a new and magnificent plant with a capacity of over 
a billion pounds of aluminum per year, and with a hydroelectne production of 
over 900,000 kilowatts capacity, mostly paid for out of wartime earnings. 

With these facilities, the Canadian company will probably be able to undersell 
in foreign markets any American aluminum producer and perhaps even to sell 
large quantities of aluminum in the United States over the existing tariff wall of 
3 cents per pound. Had our defense officials heeded the warnings they received 
in 1940 and early 1941, and acted more promptly to enlarge public power and 
metal-production facilities in the United States, much more of the needed alumi- 
num eould have been produced in this country, at lower prices than were paid to 
the Canadian company, and, instead of building up a foreign competitor, the 
facilities would have been ours for postwar use. 

The Surplus Property Board and other Government agencies should give con- 
sideration to these facts in formulating light-metals policies. Terms of lease, 
sale, or loans to new producers should be made with a view to permitting United 
States producers to meet Canadian competition. 

Government loans made to Reynolds on terms less favorable than loans made 
to the Canadian company, should be renegotiated. It would seem to be indefen- 
sible for the Government to exact harsher terms from United States operators than 
those given to the newly created giant competitor across the border. 
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ANNEX E 


APPENDIX 16.—GOVERNMENTAL WARTIME ASSISTANCE TO THE ALUMINUM 
Company OF CaNapba, SuBsrpIARY oF ALUMINUM Ltp. (ALTED) 


Plant investment of the Aluminum Company of Canada for war purposes for 
which special depreciation was allowed amounted to about $193 million. This 
included about $70 million for the Shipshaw power development and $122,850,000 
for production plant and machinery. By arrangement with the Canadian 
Government, 60 percent of the cost of the power project, or $41,250,000, was 
written off against profits during 444 years, and all of the $122,850,000.! 

The company obtained from foreign governments advances on purchases of 
aluminum of nearly $80 million and loans of nearly $90 million including lines of 
credit. This assistance comprised advances on purchases of metal of $68,500,000 
by the Metals Reserve Company (Reconstruction Finance Corporation); $10 
million to $12 million by Great Britian: $3 million to $5 million by Australia; 
a line of credit from the Export-Import Bank of the United States, which pro- 
tected outstanding bank loans of $30 million as of December 3, 1943; and loans by 
Great Britain aggregating $55,600,000.2 The Metals Reserve Company con- 
tracted for deliveries of 1,370 million pounds during 1941-45. The base purchase 
price on the advances, 17 cents per pound, was initially the same as the price in 
the United States but was subject to very liberal escalator allowances for more than 
actual increases in major items of cost due tothe war. In October 1941 the Ameri- 
can price dropped to 15 cents but the Canadian company granted only a partial 
reduction in its base price. The actual average cost of the Canadian metal to this 
country was 18.6 cents as compared with the American price during 1942—45 of 15 
and 14 cents. This difference meant an extra cost of over $35 million on deliveries 
from 1941 through 1944. If the United States had canceled the contract at any 
time, the unrepaid portion of the advance would also have been canceled, and 
the Metals Reserve Company would have been subject to an additional penalty 
charge of 1 cent per pound for all unaccepted metal. The British loan was re- 
payable over 20 years with annual abatements directly proportional to the extent 
that no use was made of the facilities built to meet British needs. 

The other terms of the Metals Reserve Company advance were also very 
liberal. The first advance was $25 million at 2 percent (May 2, 1941); the 
second advance was $25 million (July 15, 1941); the 2 advances were consoli- 
dated into a non-interest-bearing advance on March 6, 1942, supplemented 
by a line of credit through the Export-Import Bank up to $25 million with in- 
terest at 3 percent; and the last advance was $18,500,000 on April 1, 1942. sup- 
plemented with an additional line of credit up to $9,250,000 with interest at 
3 percent. Criticism of these arrangements led to a revision of the contracts in 
1943, under which an interest charge of 3 percent was imposed retroactively on 
all advances. 

The terms of American saga ns in this Canadian program were reviewed 
4 the Truman committee of the Senate? and by the Senate Small’ Busitiess 

mmittee.® 


1 Canadian House of Commons, Votes and Proceedings No. 120, January 26, 1944, p. 744. 
* Canadian House of Commons Debates, March 23, 1943, p. 1426, Moody’s Ind , 1944, and Investi- 
gation of the National Defense Program, 8. rot No. 10, roar Cong., 2d sess., pp. 68-70. 
' 3 a gs on Problems of American Small iness, 79th Cong. pts. 57 and 58, the Shipshaw Contract, 
and II, 
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ANNEX G 


Reynolds Mining Corp. sold 1,260,806 long dry tons of bauxite having a sales 
value of $5,680,123 at an average price per ton of $4.505 to Metals Reserve 
Company under these contracts during World War II for stockpile. 

At the start of the Korean war the United States Government committed 
2,785,527 long dry tons of bauxite from reserves for use by Reynolds Metals 


Co. at Hurricane Creek, Ark. Reynolds Metals Co. has purchased under this 
commitment: ! 








| 
| Average 
Year Long dry tons | Dollars purchase 
price 
i oan = ———_|-——--_—_—_——_ 
1950. ‘ . | 172, 369. 68 1, 182, 195. 79 
1951... 2 365, 705. 96 2 474, 460. 44 
1952 ne 149, 785.29 | 1,008, 812. 87 | 
1953- Sierra 15, 944. 57 | 108, 756. 41 $6. 859 
1955 to July 29_- cena pala nie 48, o_o} 383, 483. 24 
Total. me Se ' 4 752, 015. 98 | 5, 157, 708.75 | 
ANNEX H 


ALUMINA PLANT AT HURRICANE CREEK AND ALUMINUM PLANT AT JONES MILLS 


On November 28, 1945, an offer was submitted by Reynolds Metals Co. to the 
Government to lease the Government’s alumina plant at Hurricane Creek, Ark., 
and the nearby aluminum plant at Jones Mills. The proposal was very simple. 
The Government did not have to buy any metal and did not have to share any 
of the losses incurred in operating these plants. At the same time the Govern- 
ment was guaranteed minimum rentals amounting to 4 percent of the plant’s 
net cost for the first year and rising 1 percent each year until it reached 8 percent 
in the final and fifth year of the lease. All the Government had to do was deliver 
the facilities to Reynolds Metals free and clear of all outside claims and in oper- 
ating condition. Surplus Property Administrator W. Stuart Symington wrote 
to Senator O’Mahoney, on December 17, 1945, that this Reynolds offer ‘‘does 
not involve the Government in any subsidy.” 

Reynolds Metals on its part was to carry all the financial risks of operating 
these plants—including the payment of all taxes and insurance and the obliga- 
tion to supply its own working capital. In addition, it agreed to sell alumina to 
any other independent operators at cost, plus 6 percent. 

This offer was unusual in many respects. It required no concession whatever 
by the Government to the fact that extraordinary difficulties confronted any 
independent operator of these plants. The rental terms were more than fair to 
the Government. Both plants had been in operation since the middle of 1942. 
On a business basis, they would have received the benefits of the wartime accle- 
erated amortization of 20 percent a year, cutting their net book cost 70 percent 
by the end of 1945. Nevertheless, the base on which the rentals were calculated 
was only 30 percent less than the plants’ cost of construction. 

The rental rate was also reasonable to the Government. In less than 14 years 
the Government would receive rentals equal to the full net value of these plants. 
These types of plants have operated in this country for periods exceeding 20 
years without requiring reconstruction. None of the financial features of the 
lease can, therefore, be characterized as concessions to the Reynolds Metals Co. 
or to the need for competition. 

The only serious obstacle to the consummation of this lease was the Govern- 
ment’s hesitation to indemnify Reynolds Metals against outside claims until some 
arrangements had been made by the Government with Alcoa regarding patents 
involved in the alumina plant. More than a month elapsed before the Govern- 
ment and Alcoa were able to arrive at even a tentative understanding. That was 


achieved on January 10, 1946. Reynolds Metals signed up with the Government 
immediately. 


! Reference: Questionnaire annexed to letter from Chairman Yates to Richard Reynolds, Jr., dated 
July 25, 1955 (question 2e (1) and (2)). 
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All who were familiar with the aluminum. situation were in agreement that the 
Government aluminum plants would remain ‘‘white elephants’’ indefinitely unless 
the Hurricane Creek alumina plant were disposed of to an independent operator. 
The SPB reported to Congress in September 1945 that “the key to disposal to 
private enterprise of the largest possible amount of the Government investment 
lies in bringing a new producer into the Hurricane Creek alumina plant, preferably 
one who also will operate reduction capacity.’’ As long as the ultimate disposal 
of this alumina plant remained in doubt, prospective bidders on the Government 
aluminum and fabricating plants showed no interest in talking the kind of terms 
which might lead to a lease or sale. 

Reynolds Metals broke the deadlock with its offer of November 28, 1945, for 
the Hurricane Creek alumina plant and the Jones Mills aluminum plant. It 
was the first independent operator to make an offer to lease Government plants 
entirely at its own risk, without requiring the Government to purchase metal or 
underwrite any losses. After the Arkansas plants were leased to Reynolds Metals 
on January 10, 1946, the Government’s plant-disposal program made rapid 
progress. 

When Reynolds Metals leased the Hurricane Creek alumina plant, without 
simultaneously leasing the aluminum-ingot plants in the Pacific Northwest, it 
was taking a long step forward toward attracting additional competitors in the 
production of aluminum. It was in a position to produce enough alumina to 
supply aluminum-ingot plants with 850 million pounds of capacity. Reynolds 
itself had at the time only 235 million pounds of such capacity, leaving a net 
alumina capacity sufficient to supply over 600 million pounds of aluminum-ingot 
capacity held by others. In addition, the terms of its lease obligated Reynolds 
Metals to sell alumina to others and at a price no higher than cost, plus 6 percent. 
The situation undoubtedly contributed materially to the development of a third 
aluminum producer in this country. It was then possible for an independent 
operator to get started by just running an aluminum-ingot plant. Less than a 
month after the Arkansas leases were signed, the Kaiser interests bid for the 
Government’s aluminum-ingot plant and sheet mill at Spokane. 


SHEET MILLS, CHICAGO AND LISTERHILL 


By spring of 1946 the giant alumina plant and the aluminum-ingot plant in 
Arkansas were producing the basic raw materials which were soon to find their 
way into desperately needed housing, transportation equipment and food pack- 
aging. 

While these plants were being prepared for operation, Reynolds Metals nego- 
tiated with the Government for other ‘‘white elephants” to be converted into 
production and employment centers. The Government sheet mills were given 
first consideration. 

The two largest ones were idle, at Chicago and Spokane. The third was 
being operated by Reynolds Metals at Listerhill. Although the idle mills had 
not yet been officially declared surplus, Reynolds Metals offered to operate them 
under an interim lease arrangement, bids being submitted on January 15, 1946, 
for the Chicago mill and on January 28 for the Spokane mill. 

Neither of these bids was accepted. Instead, a subsequent offer for a long-term 
lease by another independent bidder was tentatively accepted for the Spokane 
mill. Since the Chicago mill was practically identical in capacity and type with 
that in Spokane, Reynolds Metals offered, by letter of February 12, to lease it on 
whatever terms would be accepted by the Government for the Spokane mill. 

In order to take every precaution, Reynolds bid for both sheet mills on a long- 
term basis. It was awarded the Chicago mill, for which there was no other bid 
by an independent aluminum operator. The Spokane mill was awarded to the 
other bidder, the Kaiser Co. The Chicago mill, leased to Reynolds Metals Co., 
cost the Government $5 million less to build and was appraised by the Government. 
at the time of the lease at $2,800,000 less than the Spokane mill. Nevertheless, 
Reynolds Metals was to pay minimum rentals of $7,732,312 during the 5-year 
lease period. This was $819,312 more than the Kaiser interests were to pay in 
rentals for the Spokane mill. In both cases the rental is 5 percent of net sales if 
that exceeds the guaranteed minimum. 

While negotiations were going on for the larger Government sheet mills, 
Reynolds Metals also arranged to purchase the Government sheet mill at Lister- 
hill, Ala., which the company had operated during the war. The price was 
$7 million—the fair value according to the Government’s appraisal. Payment 
was to be made over a 15-year period, with 4 percent interest on the unpaid 
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balance. This purchase was another indication that Reynolds Metals meant to 
stay permanently in the aluminum industry and to continue developing its 
markets. 


EXTRUSION PLANT AT GRAND RAPIDS AND ALUMINUM INGOT PLANT AT TROUTDALB, 
OREG, 


at Grand Rapids, Mich., and the aluminum ingot plant at Troutdale 

The unsuccessful bidder on the Grand Rapids plant, Bohn Aluminum & 
Corp., obtained another Government extrusion mill, 3% times as large, with a 
minimum rental during the first year which was less than what Reynolds Metals 
committed itself to pay on the much smaller plant. 

The Grand Rapids aluminum extrusion plant was built for the Defense Plants 
Corporation by Extruded Metals, Inc., and we understand that it was operated 
by Extruded Metals at a substantial loss. After the property was declared sur- 
plus, Reynolds Metals Co. leased the property and attempted to operate it but 
sustained a loss in so doing in the amount of approximately $1,750,000, over 
$500,000 of which represented cash rental paid the Government. Thereafter 
the plant was brought by the company for $1,500,000, which when the rent paid 
the Government is included approximates $2 million. The fair value placed on 
this property by the Government was $2,100,000. 

The Troutdale ingot plant offered a much more complex situation. There were 
two other bidders: the Kaiser interests and a newcomer, Asarco Aluminum Co. 
(a joint venture of American Smelting & Refining, the Swiss Aluminum Co, and 
the Billiton tin interest). As War Assets Administration explains in its recent 
report to Congress, Reynolds Metals was chosen because it was ‘“‘the only one of 
the three bidders who contemplated making full use of all four pot-lines in the 
plant,” and because of “the lack of sufficient metal producing facilities to permit 
Reynolds to supply the needs of its owned and leased fabricating facilities.” 


The two Government plants for which others did bid were the extrusion plant 
Oreg. 
Brass 


EXTRUSION PLANT AT PHOENIX 


The Phoenix, Ariz., extrusion plant’s location was determined by the Goverment 
as a safety precaution and not as a desirable one for the operation of the plant 
at the end of hostilities. It was declared surplus by the Government at the end 
of hostilities. It was never operated to capacity during the war period but 
nevertheless represented the largest single investment the Government had in 
sueh, planta. After the war the plant became a real liability on the Government’s 
hands. 

Reynolds was urged by the Government to lease the plant if possible which 
the company reluctantly did. Upon Reynolds’ effort to cancel the lease, the 
General Services Administrator offered the plant to Reynolds at a price of $6 
million. Even then Reynolds’ experience in the operation of the plant made it 
reluctant to accept the Government’s proposal. It was finally accepted when 
the purchase of the Grand Rapids aluminum extrusion plant was included in a 
package deal, the purchase of the Grand Rapids plant being previously agreed 
upon. 


ANNEX I 


Aluminum purchased by Reynolds Metals Co. from Government reserve ' 


Period Pounds Dollars Period Pounds Dollars 
1940-45. -..-.-.------- (2) @) Mb aal cusiiiiar< 3) (3) 
WONG ols csent easel 63, 067, 485 | $8, 858, 822.90 | 1952.....-......-.___. 19, 351, 519 |4$3, 492, 514. 21 
ato ale ti ARS 4, 020, 980 582,961.55 | 1953.........--.___. _| 4,326, 347 843, 637. 66 
yee et 17, 929,599 | 2, 532,938.60 | 1954.._....._____ : ® (@) 
STR pra (3) (3) 6 months, 1955__...__- 3) (3) 
8 acacia teh cbiiend (3) (3) 


i 


1 Questionnaire annexed to letter from Chairman Yates to Richard Reynolds, Jr., dated July 25, 1955, 
question 2c (3). 

2 Not available. 

3 None. 

* The circumstances under which these purchases were made are explained in pt. III of these responses. 
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ANNEX K 


General Services Administration advance ' to Reynolds Metals Co. 


Dollar volume of advance - - - -_- Med 12,000,000. 
Date advance became effective in part or whole_ Aug. 24, 1951. 
Principal purpose__-- _- Aluminum production. 
Interest rate __---_- _.. 4 percent. 
Number of years for maximum term _ _..... 6 years 5 months. 
Principal repayable in__----- (?) 
Of repayments made to Dec. 31, 1954 on the principal 

Amount paid in dollars_________________________ 5,060,152.16.2 
Amount outstanding on Dee. 31, 1954, repayable in 

Gomera seen the es Lk gc apsigihcodiel acinar = 


1 Reference: Questionnaire annexed to letter from Chairman Yates to Richard Reynolds, Jr., dated July 
25, 1955, question No. 2a. 


3 Of the $12 million, repayment of $4,256, 485.03 was effected by deductions from invoices covering delivery 
of aluminum to the stockpile and $7,743, 514.97 was paid in cash, payment in full having been accomplished 
on July 28, 1955. 


ANNEX L 


Economic Cooperation Administration loan! to Reynolds Jamaica Mines, Lid. 


Dollar volume of advance ---_-_- 2.22. 14,287,033.18. 
Date advance became effective in part or whole - Jan. 24, 1950, 
PR BO ininkt na td -nnonedaan tater ......-- Bauxite production and 


cargo vessel.” 


RO i ies rh on ote abit tent . 4 percent. 


Number of years for maximum term____._-___----_ 20. 
Principal repayable in- asada cilee biiniital te 6 acelbi-trne ters Aluminum. 
Of repayments made to Dec. 31, 1954, on the prin- 
cipal: Amount paid in kind: 
Quantity _____- ae ee ein OV niet 4a aah aa 
eget jee bole tage Di eel teres monster tori .. Aluminum. 
(1 li igen li : __. $3,630,000. 
Amount outstanding on Dec. 31, 1954, re epayable in 
kind: 
I es ta PO ree Se ee ee a 47,364,592 pounds.’ 
Commodity __- ~~~ --- leas anit ste that Sein Mai iain sails “So daltons A 
a atin ancelbenth~ med asedn nome nN ti $10,657,033.18. 
1 Reference: easionneize annexed to letter from Chairman Yates to Richard Reynolds, Jr., dated 


7a 1955, question 2: 


pon acquiral of the ore carrier, Tropical Steamship Co., Ltd., assumed liability for the cost $2,600,000 
of the above advance. 


3 Quantity estimated based on current sales price of aluminum (22.5 cents per pound). 
ANNEX L- 


Reynolds Metals Co. and wholly owned subsidiaries 





| | Cash divi- 











> es | | Net worth dends paid 
Net sales I at Net profit at end of on preferred 
a period and common 
stock 

Wi o-oo jase, Sa $20, 495,787 | $1, 940, 751 $1, 526,891 | $18, 053, 112 $275, 000 
ROG es 8. SR _...-| 29,157, 971 4, 045, 044 2,428,277 | 19, 919, 298 | 582, 090 
BR ath 55) cra eee ssk> -.--| 48,602, 558 | 5, 346, 575 2, 867,674 | 22, 511, 973 | 275, 000 
Ot EE tre | $6,068,181 | 5,815, 592 1, 373, 592 | 23, 073, 039 786, 817 
1943... ........| 188,055,349 | 12,283 638 | 3,658,950 | 25, 700. 775 1, 042, 726 
NOR ek tL . 2d... 8 165, 215,210 | =:11, 815, 158 | 3, 045, 818 | 27,447, 958 1, 298, 635 
NOR ass has. hs. ati ies- ja 148, 308, 714 | 8, 364, 487 4,396,187 | 36,079, 667 1, 298, 635 
MGs «pti 54-4 0- fb heck -.---| 131,034, 049 9, 942, 169 | 5, 336, 507 42, 360, 247 785, 118 
BE Cue tered 04s sbsa0s 2426 cp 129, 251,355 | | 6, 136, 484 1 3, 296, 989 43, 201, 836 1, 297, 579 
IGG. 2352 T1021! _..2-.-.---| 149,207,149 | 14, 217, 799 9,036,531 | 50, 444, 347 1, 794, 020 
125 p00 x emth-at4ces330%ks | 131,864, 684 8, 818, 541 5, 503,215 | 55, 102, 740 | 1, 637, 222 
FO senaced-<: <ophilh orretbatenes | 166, 925, 510 25, 966, 321 12, 599,731 | 66, 012, 549 | 1, 767, 623 
Bee asen stuns op aetn~ ate seb—uh | 215,704,848 | 48, 126, 668 15, 837,846 | 80, 223, 77 1, 756, 817 
S0NMI S21 2:0. 220 lsat Vo ca | 234) 738,780 | 34,457,220 | 14,731,071 | 98,381, 238 1! 667, 061 
WO one chs is ese eh | 287,892,987 | 35,165,636 | 18,320,975 | 109, 060, 837 2, 661, 719 
SS ee ae | 306,778,822 | 38, 596, 306 20, 280,908 | 126, 872, 909 2, 810, 085 
1955 (6 months) __._-........._-- 183, 973, 937 32,662,170 | 16, 425, 754 142, 119, 510 1, 004, 515 





! Excludes profit from disposal of partial interest in subsidiary. 
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ANNEX M 


Total of loans and advances from the U. S. Government or its agencies, 
Dec. 31, 1989, to date } 





| 
Principal Refer to 











amount annex 
Loans: Reconstruction Finance Corporation--___-..........--.-.-.--.----....- $46, 000, 000. 00 B 
Advances: 
Economic Cooperative Administration - --...............-.--.-.----.--...- 14, 287, 033. 18 K 
General Serviess Administration. .............- 02.2. co nies. cde ic... eae 12, 000, 000. 00 J 
Motals Reserve OOtpaly . sin oo on oon oes sien ct soni boil eee 1, 250, 000. 00 I 
OO nin bib ot EA athe ccpdiedceee nie naaes ae 73, 537, 033, 18 
! Reference: Questionnaire annexed to letter from Chairman Yates to Richard Reynolds, Jr., dated 


July 25, 1955, question 2a. 


ANNEX N 


GOVERNMENT-OWNED FaciLities OPERATED BY REYNOLDS METALS Co. OR IN 
Process OF INSTALLATION 


There are no plants owned by the Government and operated by Reynolds 
Metals Co. Certain specialized industrial equipment has been installed at vari- 
ous plants of Reynolds Metals Co. where by utilizing Reynolds’ organization 
know-how, and supplemental facilities, the Government-owned facilities could 
produce greater quantities of military end products or components as required by 
the Government. A summary of the individual facility contracts entered into by 
Reynolds with the Government is attached. It should be noted that they fall 
into four principal categories: Military airframe components, military pontoon 
bridge components, rocket motors and components, and antiradar foil chaff. 

In all cases, the Government has secured a tremendous increase in this Nation’s 
capacity to produce these military items without building whole plants, which 
would have been required to produce the same quantities had Reynolds not made 
some of its own facilities available, and the great majority of these facilities are 
not capable without extensive modifications of producing commercial items. The 
airframe components production facilities are in process of installation at the 
McCook, Ill. plant at a cost of approxiaately $16 million and at Phoenix, Ariz. 
at a cost of approximately $1,400,000; the rocket facilities are installed at the 
Phoenix, Ariz. plant at an original cost to the Government of approximately 
$375,000. The pontoon bridge component facilities are installed at the Grand 
Rapids plant at an original cost to the Government of serreeeeny $500,000. 

The aircraft facilities installed by the Navy at the McCook sheet mill will 
involve approximately $16 million when completed. In 1950 as a companion 
program to the heavy-press Program, the Air Force invited bids from Alcoa, 
Reynolds, and Kaiser for the installation of facilities to produce wide and long 
rolled tapered sheet. It was requested that these proposals involve maximum 
utilization of the company’s own facilities and equipment, and minimum expendi- 
ture of Government funds. Alcoa was awarded a contract by the Air Force for 
the installation of such facilities at their Davenport, Iowa, sheet mill, the newest 
large sheet mill in the United States. Subsequently, the Navy requested bids 
from Reynolds and Kaiser for the installation of almost identical facilities (the 
Government desiring more than one source of rolled tapered sheet). Reynolds 
and Kaiser submitted bids, and on June 10, 1952, Reynolds was awarded a con- 
tract for the installation of the facilities at its MeCook mill. Subsequently, both 
the Air Force and the Navy have enlarged the scope of their programs and have 
added skin-milling machines and large plate stretchers to the two facilities. 
These facilities will be required for the production and milling of very wide 
tapered sheet and plate for aircraft wings and fuselages. None of the facilities 
provided at McCook have been completed or operated because their size and 
complexity plus changes in airframe manufacturer’s requirements have required 
constant changes in the equipment and meanwhile approximately 5 acres of 
space in Reynolds Metals Co.’s MeCook plant have not been available for use by 
Reynolds Metals Co. 


ELA. ail na® 








o> 
me 
uD 


ALUMINUM INDUSTRY 


“polteisuy Suqaq Jo ssoooid UF [1}]S O18 XFUBOTLA 48 PozBOOT SsoId MOTSN.}Xe OT) PUB YOODI HW 18 poswoor Bors ‘soyyI110¥F O80 JO 1 





“us BEC eLea so EL RECURS a a Se os Oo 998 “90061. |“""" “== memes“ TBIOL 
ae: SL . e..  vLE CC. s}usUOdmI00 oUTBIjIpy |~~~~~"~"~~-="-~ soinjxy pus ‘sop ‘s3i¢ | oes ‘GzP | mm mmnnnn nnn siied preweys 
WOON ce ee ee ee ee oe Bey |-~“yueudynbe Suysexoud puw siojyyig | CrB‘G, [~~~ puourqory 
> Sere ON Fo Sees i) A op wea. £a4en. =e xyuoodd | 
81007 
13uq yo dug.\—"-"""- PPI ‘3Uq ‘6ZI-6F-VC  |~~~~~~~ ~~~“ Si0qurieul e3piiq-aoojuog |~--~"~~~~~"~~-~- sseid Wojsn.4x0 ef1wy | COR ‘FOG 9 |" mmm Spidey puvip 
o8 ¢ 4 aoe OOCI-C'UON [77777 7= 8 S10J0UT J9HIOI POPTOA\ | ~~ "~~~" TIyur Suypjem dys snonupGoD | 000‘N9Z = |-77 Tween oer ne oo" 0d 
OS alc abe eens err anon) 810J0UL JOYOOY [~~~ Suyjuyed paw SuyuyyowW | O66 ‘RIT | nnn errr xqueond 
Bt SSS SS Stone Ss suo} {O08 OUBIIpY |“~~-"- ~~ Tiyur o74jd pus Jooys posed], | 608 “L¥E '91$)“"“~ "~~~" "erm H0OD9W 
A0u038 “ = 
sonig peyup ON 708I}009 syonpoid Area} W Aq 1198} Od AL, 13809 WOH woT & 


squnjd &.0p sppjapy sppoufiagy yw saipipiowf paumo-quamusaaog) fo 280 








520 ALUMINUM INDUSTRY 


Annex O 


[Extract from progress report No. 24 of the Joint Committee on Defense Production; 82d Cong., 2d sess. 
(1953) pp. 15-18.] 


D. THE DEPARTMENT OF JUSTICE APPROVED AND ADVOCATED INTEGRATION 


The War Mobilization and Reconversion Act of 1944 provided for safeguards to 
prevent the pressure of mobilization or reconversion from stifling competition or 
strengthening monopoly. Under section 205 of that law (Public Law 458, 78th 
Cong.) the Attorney General was directed “to make surveys for the purpose of deter- 
mining any factors which may tend to eliminate competition, create or strengthen 
monopolies, injure small business, or otherwise promote undue concentration of 
economic power in the course of war mobilization and during the period of tran- 
sition from war to peace and thereafter.” The act further provided that the 
Attorney General should submit the results of such surveys to Congress ‘including 
recommendations for such legislation as he may deem necessary or desirable.” 
The Attorney General submitted such a report on the aluminum industry, dated 
September 11, 1945. 

According to statements made in this report, the Department of Justice looked 
to integrated producers to provide competition in the aluminum industry. In 
appraising the competitive situation then existing, the report stated that “The 
most promising source of competition today is Reynolds Metals Co. It is the 
only company, outside of Alcoa, which is at all integrated from the mining of 
bauxite to the fabrication of finished products” (p. 16). 

The report then went on to point out that Reynolds Metals was “handicapped,” 
among other things, by ‘‘unbalanced capacity,” with only 35 percent of its fab- 
ricating capacity fully integrated back to the ore. Then, referring to the efforts 
of Reynolds to get more integrated facilities, the report stated that ‘“This com- 
pany is striving for a firm and substantial postwar position in the industry. By 
letter of August 1 (1945) to the Surplus Property Board, Renyolds Metals Co. 
indicated its interest in leasing and eventually purchasing DPC alumina, ingot 
and fabricating facilities. If such plants do become part of the Reynolds system 
that company’s status as a competitive producer will be improved considerably”? 
(p. 17). 

"Dineen the possibility of new producers beeoming competitors of Alcoa, 
the report emphasized that integration is essential: 

‘‘Newcomers, to be able to compete with Alcoa, must enter the industry on an 
integrated basis—operating a balanced group of DPC plants, not just one unit’’ 
(p. 18). 

Integration is also stressed in discussing the opportunity for competition in 
the fabricating branches of the industry: 

“The outlook for competition in the fabrication of aluminum depends primarily 
on what happens on the producing side of the industry. First of all the most 
effective fabricating competitors against Alcoa will have to be integrated inde- 
pendents who also produce this metal. The fabricators who purchase ingot will 
not be effective competitors insofar as Alcoa is both their prime source of supply 
and largest competitor. Competition in fabrications will come only after it a 
been firmly established in the production of ingot’’ (p. 19). 

Nowhere in the Attorney General’s report was there any. advocacy of non- 
integrated producers as the basis for competition. Even the “only solution” 
offered by the Attorney General, a “‘splitup of Alcoa into a number of competin 
companies,” contemplated that each of these new companies be integrat 
producers and fabricators. 


E. GOVERNMENT PLANT DISPOSAL AGENCIES ADVOCATED INTEGRATION 


Under the Surplus Property Act of 1944, the Surplus Property Board was 
directed by Congress to dispose of Government plants so as “‘to promote competi- 
tion, and to foster new and independent enterprise.” On September 21, 1945, 
the Board reported its recommendations with respect to the disposal of the 
Government’s aluminum plants. The principal points of its “recommended 
competitive program” were: 

“1. First priority to buy the Government alumina and aluminum producing 
plants be given to competitors of Alcoa’”’ (p. 50). 

“2. Government fabricating plants be offered first to any operators of Govern- 
ment reduction plants in order to enable them to integrate their business more 
favorably” (p. 52). 
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The War Assets Administration, successor ogeney to the Surplus Property 
Board, made a progress report to Congress on February 12, 1947, covering the 
disposals of Government aluminum plants. 

“The sostage in primary aluminum production is currently affecting the smaller 
independent aluminum fabricator, who has difficulty in placing orders for rela- 
tively small amounts of ingot. To date, surplus reduction plants have been leased 
to operators whose own fabricating facilities are capable of consuming their total 
primary aluminum production. is circumstance has a bearing on the disposal 
of the remaining reduction plants as well as the fabricating plants. It would be 
helpful to both the present fabricators and any new operators if further disposals 
of reduction plants were made so as to increase the supply of primary aluminum 
on the open market”’ (p. 6). 

Significantly, however, there was no suggestion in that report that the solution 
lies in the creation of nonintegrated producers. On the contrary, it stated that 
“surplus plant disposals have strengthened Alcoa’s competitors by enabling them 
more fully to integrate their operations” (p. 11), and reached this conclusion: 

“The distribution of productive capacity in surplus plants to new independent 
producers represents a major step toward the establishment of a competitive 
aluminum industry, but production in these plants and the marketing of their 
output will eventually determine this issue’’ (p. 38). 


F. CONGRESS RECOGNIZED AND ENDORSED INTEGRATION AS ESSENTIAL TO 
COMPETITION 


Pursuant to the Surplus Property Act of 1944, the policies of the disposal 
agencies were to be approved by Congress. During 1945 and 1946, three Senate 
committees conducted investigations and held hearings on the policies governing 
disposal of the Government aluminum plants, with so attention to the effect 
on competition. All of these committees approved and supported the policy 
adopted by the Surplus Property Board. 

e Senate Small Business Committee conducted the most comprehensive 
hearings. In its December 31, 1946, report it made these comments on the inte- 
gration question: 

“The program of the Surplus Property Board has required setting up two large 
integrated competitors of Alcoa. This was unavoidable because only sirong 
integrated corporations can suryive, if they are to be truly competitive with 
ee (Senate Small Business Committee Print No. 14, 79th Cong., 2d sess., 

. 25). 
: And in its final recommendations on plant disposal, the committee urged that— 

“Speed in disposing of remaining fabricating plants should be subordinated to 
plans to meet the requirements for integration of the independent producers’’ (p. 6). 

The Government’s aluminum plant disposal policies received a thorough and 
extended airing and discussion in Congress, probably more exhaustive than those 
on the disposal policies governing any other group of plants. At all times the 
effect on competition was a prime consideration and in that connection integration 
was recognized by Congress as essential and no voices were raised urging instead 
reliance on nonintegrated producers. 


G. FEDERAL COURTS ALSO RELIED ON INTEGRATED PRODUCERS FOR 
COMPETITION 


The judiciary, as well as the executive and legislative branches, has expressed 
itself on the importance of integration as a basic tool for shaping a competitive 
aluminum industry. United States District Court Judge Knox, in concluding 
his June 2, 1950, opinion in the Alcoa antitrust case, declared that “the future 
development of the industry depends upon its being composed of financially 
sound and well-integrated organizations” (p. 173 of the opinion). 

In refusing to _ up Alcoa, which was urged by the Department of Justice, 
Judge Knox stated: 

“At the present juncture, the weakening of =. aluminum producer would 
lessen the buoyancy of the industry as a whole. ightly or wrongly, from an 
economic and social standpoint, big business in many industries is an actuality, 
and if such enterprises are to be subjected to effective competition, their trade 
rivals must be of somewhat comparable strength” (pp. 173-174). 
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This same basic view is reflected elsewhere in the opinion, during a consideration 
of the prerequisites to the creation of a new competitive aluminum producer: 

‘In view of the existing structure of this industry, it is reasonably obvious that 
in order successfully to compete here and abroad, the new firm would require the 
economies which follow upon the integration of operations from the extraction of 
ore through the manufacture of semifabricated products” (p. 135). 

At no point in the entire opinion did Judge Knox in any way intimate that non- 
integrated producers would be preferable as instrumentalities of competition. 

In summary, during the 1945-50 period, when the issue of a competitive 
pattern for the aluminum industry was before each of the three major branches of 
the Federal Government, each of them advocated and endorsed integration and 
not one of them recommended the creation of nonintegrated producers. 


H. SHORTAGES, NOT COMPETITIVE NEEDS, STIMULATED REQUEST 
FOR NONINTEGRATED PRODUCERS 


The suggestion that nonintegrated producers be established developed with 
the civilian shortages which came in the wake of the Korean crisis. It seems to 
be generally recognized that such a producer could not be cost competitive, or 
price competitive, with the present integrated producers. Consequently, under 
present conditions in the aluminum industry, a nonintegrated producer would 

robably be unable to contribute new forces of competition to the industry. 
Some of the proponents have intimated that premium prices would be needed to 
keep a nonintegrated producer alive. Such a situation would weaken, not 
strengthen, competition in the aluminum industry. 

Nonintegrated producers are not the basis of competition in any other com- 
parable basic industry. All of the principal sources of steel and copper are 
integrated producers. There seems to be nothing inherent in the aluminum 
industry which requires nonintegrated producers. 

At the heart of the campaign for nonintegrated producers is the shortage 
situation. It reflects a laudable desire to assure the small and nonintegrated 
fabricator of its pro rata share of the limited supply. The Federal Government 
has met this situation with notable success through CMP controls which direct 
the flow of aluminum to civilian as well as military fabricators, regardless of 
whether they are integrated or not. It seems to the committee that such con- 
trols are preferable, in times of emergency, to the artificial creation of high-cost 
nonintegrated producers who would be a burden on the entire industry when the 
pressure of military demands lessens. 

To some extent those advocating nonintegrated production as a means of 
pees the small fabricator have confused integration with diversification. 

o a substantial degree, the difficulties faced by many of the small, nonintegrated 
fabricators arose because they are one-product plants, because they lack diversi- 
fication, not because they lack integration. Under CMP a nonintegrated fabri- 
eator who could make military as well as civilian products would have more 
metal for fabrication than an integrated producer-fabricator who could fabricate 
only nonessential civilian products. 

As far as this committee can ascertain the facts, there is nothing inherently 
detrimental to the public interest in either integrated or nonintegrated production. 
When it is economically feasible for nonintegrated producers to enter the field, 
there is no reason why they should be kept out. he same holds true for inte- 
grated producers. 
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ANNEX P 


Sources of Reynolds total metal supply? 



































[Millions of pounds] 
' 
| (a) (0) (c) (d) 
a $ Primary metal received 
Primary Primary Primary metal im- from U. S. Govern- 
metal metal ported from— ment sources 
roduced purchased 
; : from other | — 
lds” | domestic (2) Else- | (1) RFC | (2) Other 
producers | (1) Canada} “here | and GSA | (specify) 
1946__. sécweteah Re 186. 2 20.9 Se Posed ccna 
1947... : : — See O tes csud. . .8 |- | a ania 
1948__- 908. 3-+}-~===<..<. $B. 3-jocccccses 17.9 
1949__- Ge Eos Swdennn 9.4 | | : 
1950... 433. 5 E 20.9 0.7 | “oc 
wees. 2t nape oe ¢ i870 | nas cone mek 15. 2 mikes saat 
es riers seer 553.2 1.0 | 65 Fw -. $4 4.22023-5- 
1953__- “pind Ses 665.1 | 1.9 I 423 4cccccc:.- 
100221 008-87} 222-2. a3... ee) 
1955—January - arcs See Retest! bee icccawdas ess | 
February. _..---- aon 42.2 | hee ean . | 
es sels 70.9 ~- =, we 
April: 69.4 Oe. ee Pe sect ster ant iret 
A Anno oben 26+ es ot 23 = tettan BAT eDe he 
ee | ees E ns [se ricetnwe |-------- 
' ye 
oO | ©@ es ek 
ae | | Net receipts 
| chased from (1 and 2) Purchased ae 
| domestic | Recoverable ‘a ased agents an a 
sources content of | secondary alloys, Total supply 
other than scrap ingot |semiprocessed | 
primary : and finished | 
producers metal ? 
abc a a eee tia sl creeeticeniiiiiaid 
| 
WI one shin dewosctcesscdntaasduenpe cous secdeee. 68.3 | 3.1 | 10. 5 402. 3 
ER Naik. <A cndcphlinepentinianiecdeeeiditacidmmianddanaiel 20.4 | 2.2 | 2.5 350. 4 
Sb easeihhantesaivicititieaeacalaiataliided deat 66.8 11.3 | 4.3 451.9 
1949... 5 | 22.6 | 12.2 | 5.4 415.1 
1950. - 3.6 | 15.9 | 9.2 | 9.1 492.9 
1951. _..- 1.7 | 19.6 | 1.8 | 7.9 533. 2 
1952 5.6 22.9 | 2.3 | 1 635. 5 
1953. - - Bice A nannhsqecel 16.9 | 41.1 2.4 | 13. 2 | 787.5 
1964... .--- Pitniencacuqess$ieae 6.3 22.9 3. 6 | 5.3 843.8 
1955—January - _.-..........---- | .5 2.0 | 2) 3] 73.1 
PE Rincewewweveniwenes a 4.1 od -8 | 68.2 
March. .... pi aeanes 1.8 4.0 4} 5 77.6 
Gh ot oo as occu csc baees 1.3 4.0 | 5} 1.3 77.5 
Bie) es... kde 1.0 4.8 | «2 | 1.2 79.2 
Ps ice Sone cc ccss tures .4 4.0 5 1.5 76.9 
1 Reference: Questionnaire in letter from Congressman Yates to Maxwell Caskie dated July 11, 1955— 


Question 1 (a) through (k). 


2 Gross receipts of hardening agents and alloys, semiprocessed and finished metal has been reduced by 
the amount of hardening agents added in reduction cells as this quantity has been reported in primary 


metal production. 
Source: Operating records, 
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ANNEX Q 
Distribution of Reynolds total supply of metal ! 
[Millions of pounds] 
(c) 
(a) (0) Sold as primary metal to U. S. Government 


Processed in | Sold as pri- 
fabricating | mary metal (2) Pursuant 


plants or | in pig, ingot, 

added to | or billet form @ 6 G ie a (3) Oth 
fabricating | to domestic | contracts per | take alumi- | purposes, | (4) 
plant inven-| noninte- request by | num under ifany | | Total 


tories grated users GSA GSA con- 
tracts 

WN  sctncbthiitidciemms 390. 5 OO wes. | ids Leladaloalcaducsbilbieitokacadaln 
i ocihiaiind eaaemitteadl 327.8 1s he a | chetiittiedpetittieoaiedniaiblele 
ill nainiendeinieatndiimaaaieles 425. 6 TiO lonannincindintit de anetdinnnaginenodmmmtiinnitioncnaede 
BD .i55esscbaidedes 337.4 IES Th Eines asnssishentestaibdie Tests not alenincetndppinceesichemaoeesaldalianattiaeseeiantie 
Weick octcchinasbneace 392.9 Re ain cd ee behead dnc waccctidfensbccnwudns hnciounan 
FE snsincsieteminecaiiaiattea 430. 8 ic liddcicaqadaditebhiiasitedss bial apelin. asiiiitietnaamin 
I ciate Ne ail cat a tle 489. 9 Fits noticia ndcniienteeetunalbaactdemaiinetaaaty 
We tckccuipecnneaetoieue 557.8 EE dant baka tiaineh cn edaeancndnndininkaatoontautihaands 
ich bine dats celta saints 465. 8 Es © 4 3nn5dcebatiabdecutsbodsosoutadehstenestabbucsbece 
1955—January -........-.. 40. 2 BED liccsbencipebahbdiobelcsostitiicocddbbbapbideacsde 
aetna 40.7 DED lntchanditediicclanaddeaieddghbanimuniaensh sabuchben 
MO inc cetidunse! 48.3 INUK Oh Tach copia haat sandiamediagiaasll amdainin aetna 

Re ec ascte 48.3 06 Ohi cet cdisecerees incase esencccsccss ensue 

SO <i ccintiitntahietaiaaatiii 53.8 BED bicitckec cats die botincbadseh omissetdaighbieilesdas 
FUMD..ncoiesuititaicns 49.4 i S Diicccs ctetinan |nnasececeneene|onenenennnee|omnwcene 


on an in letter from Congressman Yates to Maxwell Caskie dated July 11, 1955—Question 2 (a) 
ough (g). 


Source: Operating records, 


) 
Otherwise distributed 
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ANNEX Q (Pr. H) 
Division of Reynolds total supply of metal as shown Annex “‘P’’, column (g)! 


[Millions of pounds] 


| 
Exports of 
re . secondary | Exports of | Alldomest 
Pp Sanaa = *! or recover- | other prod- | tic disposal 
billet able content ucts of metal 
of scrap 
(1) (2) (3) (4) 
ORIEN dE cc cunceewhtn chanel sikabediendciiepusecabieg teens eoeiabed 21.2 304. 3 
Wiiitnsncdidaktiadbbuniehebiionbiodiaaaeneewl OU Bases<tchcs- oe 45.4 344.9 
Se c-s doce-sanadldidtach a Aacnltnieclincgieaah es 4ntllbabuiaasinenct indie od ceeaaln den ionaltiiataaae i adiinaateeaane sens 39.9 386. 8 
Pict cscahedintan Raid cient eet cine cent anatase dilate Ee ecbelpsncopitel 29.0 341.3 
I aah secesicd einai vette tach aad Meaionsiedicteag anni tiein dani nae iit auswcabanbeen 14.8 468.9 
Wm ssessssodettsrssssss stp sat Sas ssssssapsscsse SP Wsesceskssesee 4.6 528. 4 
dn dvcvcbatsthiknaand bein indidnos Bide ts hatndibeccecies 1.9 588. 3 
DEE civint ehimtnitininakbnékninswatinkes danieaeeidl OE cioctebaieses 6.9 693.3 
eo eae ee ania it cipeccsinhceeebies 4.1 804. 8 
Si nash een .4 74.4 
iss lncincnteddas besiscrialiharnali@ateoe aE Ei Gsanasteac amie 1.1 65.9 
I a Sea ner ek Eo .4 76. 5 
SE eincicdeh Gratinaibiidhas aaah canbe’ TE eihiecabossam sa 9 70.1 
ae ke i ohana .4 70.5 
Te en ek eae 4 | i hea tiiacedbnms eaten 9 83.3 


1 Questionnaire in letter from Congressman Yates to Maxwell Caskie dated July 11, 1955—Question 2 


(h) pts. (1) throngh (4). 
Source: Operating Records. 
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ANNEX R 


Production and obligations under Korean expansion contracts prior to July 1, 1955 ! 


















[Millions of pounds} 
Cpenaied 
equivalent to Prim 
the 2/3 to be Primary ime Wd 
——_ available for metal in pig, —., 
acit Government ingot, or billet Vabricatin 
oubieet te and noninte- uired to be| rm sold to lants = 
contract | Stated users a domestic | .aded to fab- 
provision “ace nonintegrated|"mintegrated | jicating plant 
prior alloca- inventories 
tion 
(a) (b) (p 
1952: 
3d quarter___._- 1.4 (3) 114.7 
4th quarter... -.- 30.4 ) 112.0 
TO 66.555 31.8 ) 235.7 
1953: 
ist quarter... __- 42.1 (% 117.2 
2d quarter---_-__- 38.6 (8) 123.4 
3d quarter. ..... 40.9 20.4 117.2 
4th quarter... 49.0 25.5 103. 2 
lcucckeen ROME Rete ate declaivesdisinn 461.0 
—}| SSS"! 
1954: 
ist quarter-_..... 51.3 30.5 102.1 
2d quarter..__.. 75.9 45.3 107.7 
3d quarter_-.... 80.4 48.7 124.4 
4th quarter ____- 83.3 61.2 115.0 
i ainkctercens 290.9 | 175.7 449.2 
1955: 
ist quarter_..__- 80.9 49.7 122. 5 
2d quarter.....- 88.3 53.4 138.7 
OR ccttesisinie 103.1 261.2 








1 Reference: Questionnaire in letter from Congressman Yates to Maxwell Caskie dated July 15, 1955” 

question 1 (a) through (d). 

2 Represents actual delivery to stockpile regardless of calendar quarter for which call was issued. 

Reynolds Metals Co., under these contracts, has consistently reported ona delivery rather than a call basis. 

3 Prior to June 30, 1953, all aluminum production and shipments were under the direction of the National 
Production Authority. 

Contract starting dates: 

1. GS-OOP(D), 12008, Oct. 26, 1952. 

2. GS-OOP(D), 12202, Sept. 26, 1952. 

3. GS-OOP(D), 12214, Mar. 27, 1954, 


Source: Operating records. 
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Production and obligations under Korean expansion contracts subsequent to 


July 1, 1956 * 
[Millions of pounds] 


Assuming no prior 
allocations from 
such eapacity 

Capacity amount equal to 


Amount resulting 
from changeover 
in formula to 


int where 25 

subject to 34 capacity to po 
contract be available for = oo —— 
provison Government PP: each 


call and non- 
integrated users 


contract to be 
offered to non- 
integrated users 


combined 
(a) (b) (c) 

1955: 
On RN ois Sac sict ee es NL Seeds 92.1 ee ce 
nt cninhantneeinareneibeiatenntele 92.1 Ot en are mata 
i a a a i a 184. 2 Se Bsa hdncakeatbatcnennn 

1956: 
cc alae 90.1 SEE Bat tdrieienacniiaiatidiiniie 
scares tassiee tear aoa rca taprouennenen depen 91.1 EN fea akan oa cemeccen 
GENIN. on deitsmcsedlebinedeeisamebuehtindcel 92.1 GOO Reiddicnddistoadssedun 
AE Cs 50 oni then nce cenibntin 92.1 GE ina tit micaetdace tab 
gc tttb dis cnnnieanegunditindenmnteda ales. 365. 4 EE Wlcntddtaehsts ota 

1957: 
a OOGNE SE) es 90.1 Ue ee, coihkowe 
I 8 ca ited cind bh ctebo na sthksibiceeekeeinl 91.1 OP Fests donkas bas sane 
la on slain gels as niece idelslaicarcies 92.1 el itt ceecstee ae 
SO MIS 50 bho 5 cosas rete an odecan aeration 92.1 ae oe ws bcos 
DORR Fi chiks seid -depat eign adnndteeeoes 365. 4 icin dss -énibiiindinias 

1958: 
Be BE sicittnds inti ale dine annliantbiesttiasaanaae 86. 6 57.7 9 
IES, inven ccorcsbad d.ecutcncatngs operate aioe open 32.7 21.8 14.6 
GRIN . Sa Sod tscinlitdtcdanplbtiniens 30. 2 20.1 15.5 
GD GIG « cnik catondatinss caulindeeonee tte 30. 2 20.1 15.5 
Ras hake hoc dando ainaiasetiniakindnihiatiecee 179.7 119.7 46.5 

1959: 
eG a Sh da tS a 29.6 19.7 15.1 
NINE 6 «ce tech bdhdene~bdntics~eadanbaqute 13.4 8.9 19.4 
TON. cnintpwenpnndinatininssqlnttnndatitiiniee< 43.0 28. 6 34.5 


1 Reference: Questionnaire in letter from Congressman Yates to Maxwell Caskie dated July 15, 1955— 
Question No. 2 (a) through (c). 


Source: Operating records. 
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Sales of semifabricated metal to nonintegrated users ! 











[Thousands of pounds] 
Reroll sheet | Reroll foil | Redrawrod | Forging | ‘Tube blooms 

ee es OR ee 12, 373 12, 447 6, 814 27,757 | 1,393. 

1054 Bl cake negoneeeiieae 6, 792 13, 787 3, 146 23,317 | No shipment. 
Sebeder ssid...) 3, 656 1, 504 278 376 Do 
OMNES Ls... <i. chemeedeat 363 917 787 202 Do 
Metis... 944 | 1,975 129 243 Do 
ee 720 1, 559 698 173 Do 
IT hee hace 610 1, 663 103 
CO ee 275 1, 974 701 869 Do 


1 Reference: Questionnaire in letter from Congressman Yates to Maxwell Caskie dated July 11, 1955, 
question No. 2, Supplemental to Revised Table 2, pt. (a). 
eutene records do not disclose total figure; this quantity is believed to cover upwards of 90 percent 
shipments. 


Source: Operating records. 





ANNEX T 


AMENDMENT TO APPLICATION OF REYNOLDS MeEtTats Co, ror Price RELIEF 
FOR THE ALUMINUM INDUSTRY 


The Reynolds Metals Co. hereby amends its original application by substituting 
the attached page for page 5 ! of its original application. In its original application 
on page 4, Reynolds referred to “imminent cost increases on power and raw 
materials.’”’ Reynolds has just reached an agreement which will result in the 
immediate increase of its power costs to the extent that the figure of 2.4 cents 
per pound and the figure of 4.2 cents per pound, as used on page 5, will now be 
2.6 cents per pound and 4.4 cents per pound. 

Respectfully submitted. 

Rernotps Merats Co. 
RicHarp 8. REYNOLDs, Jr., President. 


“‘Contractor’s published market price shall represent the cost of production 
(exclusive of the amount of accelerated amortization in excess of normal deprecia- 
tion) plus a reasonable profit, and that contractor’s profit existing at this time is 
a reasonable profit.” 

The price of pig aluminum as of the effective date of the supply contract was 
18 cents per pound, The present price of pig aluminum is still 18 cents per 
pound, whereas the average cost of production based on the first quarter, 1952, 
as adjusted for imminent wage increases and the recent increase in freight rates 
and power costs, is approximately 2.6 cents per pound higher than for the fourth 
quarter 1950. 

The estimated increase in average cost of 2.6 cents per pound covers the com- 
pany’s plants which were in operation during the first quarter of 1952. The 
company has plants under construction which will increase its capacity by approx- 
imately 50 percent. The depreciation (at regular rates) and interest expense in 
connection with these new plants will be substantially in excess of the amounts 
of such items presently included in the average cost of current production. If the 
depreciation (at regular rates) and interest expense in connection with the new 
plants are averaged into all production, the current cost as adjusted, at the 
existing plants will be increased an additional 1.8 cents per pound, or a total of 
4.4 cents per pound. 


4. A realistic price is necessary to continue in the future the twin benefits of this 
rapid-growth industry: Expanded production and low price 


At the request of the Government since Korea, this already greatly expanded 
industry is being further expanded by 100 percent. The industry is spending 
between $600 million and 


1 See p. 530 of this Annex T. 
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APPLICATION OF REYNOLDS attiehe Co. ror Price RELIEF FOR THE ALUMINUM 
NDUSTRY 


The Reynolds Metals Co. (herein called Reynolds), Reynolds Metals Building, 
Richmond 19, Va., and its subsidiaries, are engaged in the production and fabri- 
cation of aluminum. 

Reynolds hereby applies for an increase of 2 cents in the base price of primary 
aluminum and a 10 percent increase in the price of semifabricated and fabricated 
aluminum. This relief may be granted either (1) through appropriate changes 
in the general — price regulation and ceiling price regulations 22, 30, 54, 60, 
61, 67, 110, 118, 119, and 121, or (2) under the provisions of section 3 (b) (2) of 
general overriding regulation No. 29. 

Reynolds is now negotiating with representatives of it employees for an in- 
crease in wages through a new contract which will cover an extended period of 
time. The wage question must be settled without delay but wage increases 
cannot be granted unless the requested price increases are also granted. The 
price relief sought by this application is made necessary by the accumulation of 
cost increases since the latter part of 1950, as well as by the pending wage increases, 

The facts of the applicant’s beusiness, and of the aluminum industry, fully 
justify the requested price relief: 


1. Aluminum is a strong counterinflationary force 


A. The price of aluminum is 10 percent below 1939.—The present price of the 
lowest form of aluminum offered to the public commercially is 18 cent per pound. 
The price in 1939, when present inflationary period started with the outbreak of 
war in Europe, was 20 cents per pound. In spite of the inflationary spiral of 
World War II, of the postwar period, and of the post-Korean period, today’s 
price of aluminum is 2 cents per pound lower than the 1939 price—a decrease of 
10 percent. It is significant that during this time (from 1939 to July 18, 1952) 
the price of steel has increased 87 percent; copper 120 percent; lead 214 percent; 
zine 187 percent; and all commodities 122 percent. 

The aluminum industry is unique as to price. This was recognized by the 
vo one on Defense uction in its progress report No. 20 (June 30, 

, p. 12): 

“Meanwhile, Reynolds Metals Co. had entered into the industry in 1940. 
This resulted in substantially lower prices for primary aluminum pig. In fact, 
the price of aluminum today is below 1939 levels. That can be said of aluminum 
alone among all existing metals of wide usage.”” (Emphasis supplied here and 
throughout this soprcene) 

B. 1939-1953: A tenfold increase in aluminum production.—In 1950, the year 
of Korea, aluminum production was five times what it was in 1939. At the re- 
quest of the Government, the industry is now in the midst of another great ex- 
pansion (joint committee’s report, p. 12): 

‘‘American producers since Korea have expanded their capacity almost 100 
percent at a cost to them of over $600 million.” 

By the end of next year aluminum production will be 10 times what it was in 
1939, when the war started in Europe. 

Aluminum is an industry of abundance not of scarcity. It has supplied a 
great antidote to inflation: Production, and more production. This tremendous 
expansion program places aluminum in a class all by itself—since 1939, lead pro- 
duction has decreased 2 percent; copper production has increased only a nominal 
24 percent; zinc only 73 percent; and even steel only 99 percent. The 1,000 
percent increase in aluminum production is without parallel. 

An increase in the ceiling price would benefit the present expansion program and 
would assist further expansion needed to meet the increasing requirements of the 
combined demands of the military and civilian economies. is expansion means 
even greater production. Greater production necessarily creates further counter- 
inflationary forces since the industry must keep its prices at a level which will 
not only maintain old markets but develop new ones. 

2. The OPS freeze caught the aluminum industry with its prices out of balance with 
its costs 

During this same period of a fivefold (now nearing a tenfold) increase in produc- 
tion, when its price is still 10 percent below that of 1939, the costs of the aluminum 
industry have been rising rapidly. Its raw materials have increased 61 percent; 
its labor costs 133 percent;! and its freight costs 80 percent. Reynolds costs have 


1 This is industry cost without fringes; Reynolds increase with fringes is 150.3 percent. 
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closely paralleled those of the industry. In addition to imminent cost increases 
on power and raw materials, Reynolds and the industry now face a further increase 
in labor rates. 


8. Price relief is necessary in order to restore the reasonable profit margin agreed on 
by Reynolds and by the Government 


Under date of December 19, 1950, Reynolds entered into a supply contract 
with the Government through the General Services Administration. Article XI 
of this contract contains the following clause: 

“ArTIcLE XI (b). In the event that price controls are placed upon aluminum 
by the Government which result in Contractor’s inability to earn a reasonable 
profit from the operation of the additional facilities and, after reasonable efforts, 
contractor is unable to obtain relief from such price controls to the extent that 
such price controls cause such inability, then Contractor shall have the right to 
terminate the contract * * *. 

‘For the purpose of this subparagraph (b), it is the understanding of the parties 
that Contractor’s published market price shall represent the cost of production 
(exclusive of the amount of accelerated amortization in excess of normal depre- 
ciation) plus a reasonable profit, and that Contractor’s profit existing at this time is 
a reasonable profit.” 

The price of pig aluminum as of the effective date of the supply contract was 
18 cents per pound. The present price of pig aluminum is still 18 cents per 
pound, whereas the average cost of production based on the first quarter, 1952, 
as adjusted for imminent wage increases and the recent increase in freight rates, 
is approximately 2.4 cents per pound higher than for the fourth quarter 1950. 

The estimated increase in average cost of 2.4 cents per pound covers the com- 
pany’s plants which were in operation during the first quarter of 1952. The 
company has plants under construction which will increase its capacity by approxi- 
mately 50 percent. The depreciation (at regular rates) and interest expense in 
connection with these new plants will be substantially in excess of the amounts 
of such items presently included in the average cost of current production. If the 
depreciation (at regular rates) and interest expense in connection with the new 
plants are averaged into all production, the current cost as adjusted, at the existing 
plants will be increased an additional 1.8 cents per pound, or a total of 4.2 cents 
per pound. 


4. A realistic price is necessary to continue in the future the twin benefits of this 
rapid-growth industry: Expanded production and low price 

At the request of the Government since Korea, this already greatly expanded 
industry is being further expanded by 100 percent. The industry is spending 
between $600 million and $700 million on this expansion, financed chiefly on 
borrowed capital. Reynolds Metals Co.’s part is over $200 million. In connec- 
tion with this expansion program, the Joint Committee on Defense Production 
reported: 

‘All domestic production is privately financed. American producers since 
Korea have expanded their capacity almost 100 percent at a cost to them of over 
$600,000,000 . . .” (p. 12). 

“Primary producers of aluminum in this country have not counted the risks involved 
in doubling the national capacity at the request of the Government” (p. 13). 

The postwar dividends paid by the aluminum industry have been relatively 
very low since most of its net profit after taxes has been plowed back into new 
capacity. The industry has constantly modernized and improved. It is young, 
dynamic, and fast growing. More new postwar opportunities for small business 
have been created by it than by any other metal industry. 

But to have the means to continue to improve its technology, to have the 
earnings to plow back into new capacity, and, above all, to be able to attract 
new capital at low rates, its prices must be realistic in order that its profits may 
be reasonable. Only in this way can it continue to expand its capacity. 


5. The present unrealistic price of aluminum is a serious handicap to the present 
expansion program and discourages new producers from entering the aluminum 
\production field 


The dramatic decrease in the profit margin on aluminum since the present 
expansion was undertaken at the end of 1950 has imposed a serious handicap. 
The important public interest served by the expansion not only justifies, but 
actually requires, an increase in the price of aluminum, 

Recognition of the extent to which the low price of aluminum is a deterrent in 
seeking new producers in the field is the following quotation from page 12 of the 
Joint Committee’s report: 
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“Notwithstanding the difficulties surrounding the establishment of a producer 
of primary aluminum on a nonintegrated basis—and the difficulties are great due 
to the large investment required compared to the relatively low price of the metal 
in pig form * * *,.” 

n 1951 the Attorney General of the United States took the position that the 
price of pig aluminum—18 cents per pound, still the prevailing price—was so 
low as to be unrealistic and that it had the effect of discouraging newcomers from 
entering the aluminim production field. He referred to the fact that aluminum, 
different from other metals and basic materials, was priced not higher but actually 
lower than prior to World War II. 

Reynolds agrees that the present price of aluminum, so handicapping to the 
present expansion program by experienced producers, is almost prohibitive to 
newcomers. Reynolds agrees that price should be increased so that price itself 
would not be a deterrent to others to enter the field. Furthermore, an increase 
is more than justified by reason of the cost increase in the industry since December 
1950, and because of the debt obligation which, at the request of the Govern- 
ment, Reynolds had assumed in order to increase its production for the defense 
effort. 


6. Aluminum is a strategic metal vital to defense. Price relief will insure a steady 
flow of production 


Aluminum is strategic to the defense program. Bauxite, from which aluminum 
is produced, is listed as a “‘strategic mireral’’ in section 450 (b) of the Internal 
Revenue Act. Aluminum is included in the Munition Board’s A list of strategic 
and critical materials (for stockpiling). Aluminum is vital, not only to aircraft 
production, but to many other items of armament, and is essential to our basic 
civilian economy. 

At the present time wage negotiations are being held within the industry. 
This application for price relief should be considered, in light of these wage 
negotiations, and in conformity with the following provisions of section 403 (d) 
of the Defense Production Act: 

“Section 403 (d). It shall be the express duty, obligation, and function of the 
present Economic Stabilization Agency, or any successor agency, to coordinate 
the relationship between prices and wages, and to stabilize prices and wages.”’ 

Until the additional aluminum producing facilities now under construction 
are completed, there will continue to be a shortage of aluminum. A continued 
flow of aluminum production is imperative. The wage problem within the 
industry is imminent and must be settled promptly in order to insure a steady 
output of this strategic material. In the light of pending wage negotiations 
prompt approval will prevent the occurrence of a situation similar to that just 
ended in the steel industry. 


7. A price increase for the aluminum industry is in conformity with the intent of 
Congress 

Section 4C1 of the Defense Production Act states the purposes which are to be 
achieved by that act. Included within that section are the following: 

(a) ‘‘To promote the national defense’. Sinee 1950, the year of Korea, the 
aluminum industry has undertaken a 100 percent expansion at the request 
of the Government. Aluminum is one of the most strategic of strategic 
metals. 

(b) ‘“‘To prevent inflation’: Great production and low price have provided 
a strong counterinflationary force. Even with the inflationary spiral since 
1939, the price of aluminum is now 2 cents per pound lower than in 1939. 

(ec) “To eliminate and prevent profiteering, hoarding, * * * resulting from 
* * * scarcities’’. The tremendous expansion program now under way will 
help counteract these evils. New producers may be attracted into the 
field. Increased production is the only remedy for the evils caused by 
scarcities. 

(d) “‘To prevent economic disturbances, labor disputes, interferences with the 
effective mobilization of national resources’. The wage problem within the 
industry must be settled promptly. Consideration of this request for a price 
increase in the light of the pending wage demands will assure the unin- 
terrupted flow of aluminum. 

(e) “The authority conferred by this title shall be exercises * * * with full 
consideration and emphasis, so far as practicable, on the maintenance and 
furtherance of the American system of competitive enterprise.’ The prevailing 
price of aluminum is so law as to be unrealistic and has the effect of dis- 
couraging the entry of new competitors into the aluminum production field. 
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Section 402 (c) of the Defense Production Act requires the President ‘‘so far as 
practicable’’ to: “give due consideration to * * * general increase or decreases in 
cost of production, distribution and transportation and general increases or decreases 
in profits earned * * * subsequent to June 24,1950 * * *,.” 

» The section further provides: “The President, in establishing and adjusting 
ceilings * * * shall make such adjustments as he deems necessary to prevent or 
correct hardships or inequities.” 

The requested price increase for aluminum is clearly required by the facts as 
construed in the light of these expressions of congressional intent. The present 
price of aluminum is lower than the 1939 price, yet present costs have risen 
dramatically since that time. Reynolds is not receiving the reasonable profit 
margin, as recognized by the Government in the supply contract. 


CONCLUSION 


For the foregoing reasons, Reynolds respectfully petitions that the Office of Price 
Stabilization authorize, at the earliest possible date, an increase of 2 cents in the 
base price of primary aluminum, and a 10 percent increase in the price of semi- 
fabricated and fabricated aluminum. 

Respectfully submitted. 

ReEYNOuLDs Meraus Co., 
By Ruicuarp 8. Reynoups, Jr. 





President. 
AnnEx U 
Prices: January 1949 through June 1956 ! 

Product: Aluminum pig. 

Grade: 99.0 percent minimum purity. 

Size: 1-50 pounds. 

Base list 
Base quan- 
Effective price date rs “J tity (pounds) 
As of— 

Te eee ce ee ee ee dest Sane ane ee $0. 160 10, 000 
Nir OAs PON sks cade diatih.-sonndccdbeacddberbmnnssliiaeadscduanial .165 10, 000 
Beni s BO, BOUD sib isis iss nncisicnyy- sen ausmsendbpeaies seebeaesentes . 180 10, 000 
DE 6, BOGS acdtwwcctccccsconcestsscevsbniiaediens Seine - 190 10, 000 
TORRE, Mikki tem ccc ck nncccevedinebinsbteimnivmainkthiiane - 195 10, 000 
Be Oe TI inne ndiconer’sennasmaliosg seiieeteatinnadaiaaae . 200 10, 000 
TREE, Wk PEs oc newstccccccwactccccseseuseeghigeubanndaenshanereaanaee . 205 10, 000 
BU BE, FR socecncnccccacevescensennatssouinntietanminiinnminnienie -215 10, 000 

Product: Aluminum ingot. 

Grade: 99.0 percent minimum purity. 

Size: 3-30 pounds. 

Base list 
Base quan- 
Effective price date ea tity (pounds) 

Oo — 
SOs Bg TOAD shiv ntcrccennnthiinscscetttibietindasidstdenscetiebddecdaiiatha $0. 170 10, 000 
ER FO So nctcnrigeeeectvmnidenoninhiticaaiima staat ordeal 175 10, 000 
EES SE codes nnansencapeud canmbekgamaneehdinamnmembaninainantioa - 190 10, 000 
BGs Gy Ts wattcesvccstncentvicsscsechitiniialaainkaibindaabe . 200 10, 000 
Bt Bil MR a ritessiarv niticsn a sini nn eins esheets ealaiae nals maneianie 205 10, 000 
FOE acide etsninensnnsbdsacn <tenduangaaict Sein tied ee 215 10, 000 
RRR BOER cee cnccsgizigencccanprewantontaynpavipeaneehne nancial 222 10, 000 
SOtls BE BOB iid ids dete dsicdin cob ews detbsud ctocewccbtipbecbensesdudele 232 10, 000 








— 
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Product: Cold mold extrusion billets. 
Alloy: 6063. 
Size: 4%¢-inch diameter by 22-inch length. 


Base list 
ase quan- 
Effective price date omy tity (pounds) 
As of — 

i a a ila $0. 188 10, 000 
I a ac a ail itn eepetieliceatnbniininiae . 193 10, 000 
a eee 215 10, 000 
decane nenmgianicaen tamed 226 10, 000 
I a ac a cee eh eatadinledn inna eaianiedeiell 219 10, 000 
a a acelin Tuaitecssiiil 228 10, 000 
SN i ecalail 236 10, 000 
TR hit sca aie a a ce . 245 10, 000 
ee IIIT cbansaies Gui laphimsapendiniagiceanshidalnitbiniddigaiineetieahipneinataldinininlicaiaiivinnteliapndl - 255 10, 000 


1 Reference: Questionnaire annexed to Chairman Yates’ letter to Mr. Caskie, dated July 11, 1955 
(question No. 3 (a)). 


TRANSPORTATION ALLOWANCE APPLICABLE TO ABOVE BASE QUANTITY (PIG, INGOT, 
AND EXTRUSION BILLET STOCK), JANUARY 1949 THROUGH JUNE 1955 


January 1, 1949, through March 31, 1949: Free on board point of shipment. 
No freight allowed. 

April 1, 1949, through October 31, 1953: Free on board point of shipment, 
Freight allowed to the extent of the lowest published carload rail freight rata. 

November 1, 1953, through June 1955: Free on board point of shipment. 
Freight allowed to the extent of the rail rate applicable to the lowest published 
carload minimum weight, 


Product: Aluminum sheet reroll stock. 
Alloy: 3003-F. 


Size: 0.125-inch gage by 18-inch widths and over by coils. 


Base list 





, , Base quan- 
Effective price date eo pe tity (pounds) 
As of— 
SI Tt siden dinn achpadgleaciasignnnndlstdbaibidiiia meni eimneinetinic $0. 208 30, 000 
NE Bp Siew cccccne sc cc cecwrivewccsensadewsebulslassessesadscccessce 213 30, 000 
GR Bj Bethe cccccengaudbbiwnecbdaeocksetedhdebachtbcdsbbidiotvlinedas . 237 30, 000 
ils DIRE isch icin cose ncn icinaincinsits tibiae milan masta tained iaiiaitadl . 249 30, 000 
eR , SAG Selpdancns cchenboumibasdcmiecadsquenedtusctetidatodhon . 259 30, 000 
EE CREE anchennsakennaghendndkinetiyadncwatianbimimiéesiiimamincenn . 265 30, 000 
PR ee ee . 272 30, 000 
GO, TE, Da be cctade inc snedloccbasdabasetssunbisceamactecconece - 282 30, 000 
Product: Aluminum foil reroll stock. 
Alloy: 99.35 percent purity—F. 
Size: 0.026-inch gage by 12-inch widths and over by coils. 
Base list 
A Base quan- 
Effective price date a os tity (pounds) 
As of— 
BOE Di Tish nttrenndtronesitieennnelscatbntiia<agepphyaatintseet $0. 226 30, 000 
June 1, Rit iiegic Usdin n atric saciee boaeiaeeanab haath tang he lpi mmmnseeiie . 231 30, 000 
BAS CSI dda nog fh Ua ewdo sdb Cebeds theacascccesecquccoccqccaeees . 257 30, 000 
BD, Ge Mit bbs shoe ohh cies hbo FdSHK So TI PEEL Den cline cdi Lcecdosud . 270 30, 000 
ey SE I ni cittacdie acs ad eecke GERACE Vinh enaameaekSsubuacdnonsan - 281 30, 000 
FO Ns eine nie eek in chi ae eae ea cdnc aaa aintinandanibiaiiie - 289 30, 000 
ET Bt Cb. ee ake hSe ca Lama eW RNa Leng sScecieseeuGbsseceeneseeun . 297 30, 000 
COE BE NE Si hs tiaitn cana tun teictedieteinsdareaabtientcnniiaibee . 307 30, 000 
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Product: Aluminum redraw rod. 
Alloy: EC-H12. 
Size: %-inch diameter by coils. 


Effective price date 


As of— 


feng. 2, 1000 Creat made available) .. ...2cic. csc ocesusiewseuilsesaieeete 
ee ee Sa eee ee ee eee 
BNE 2, CdSe onda conintisetdniann ct nngeeningeed 
Sept. 8, 1950 
Gt, 8 BIE c cnc cc ci lecccnsccneswsueentmennenanaanemamnaaaae 
Aug. 4, 1952_- 
Jan. 23, 1953 
Aug. 10, 1954_- 
pe) RS 









Product: Aluminum forging stock, class I. 
Alloy: 2218-F. 
Size: 8-inch diameter by multiple lengths. 


Effective price date 


As of— 


Deen Oise WO iis. as. see Rs eh Ri tees 
COND Tern titen ewek ine ciation hs ba thdiniencbnadibiak etme 
Sept. 13, 1950 
D006, Fe iene beces conckdantncccnnscnccsgh i ase. see 
as <ocnctncatbacedekindipatsnisinncmameddsieeiediaiem a 
Jan. 23, 1953_.....- 6 nar easasierm atic om cynere amiagtisiatn aii deleted talaiiebinehde Mian ae 
July Th, W008... 55002. EGLO Aided kkk eae 
Aug. 10, 1954 
Jan. 13, 1955 


Base list 
price per 
pound 


$0. 


BUERERERS 


Product: Aluminum coiled sheet, mill finish, 0.032 inch. 


Alloy: 3003—H14. 
Size: 24 inches wide. 





Effective price date 


As of— 





sbeeeens 





Base quan- 
tity (pounds) 


BESSS8888 
SESSSSSS= 


Base quan- 
tity (pounds) 


SBSBBESBES 
SSSSS55S55 


Base quan- 
tity (pounds) 


BBS88888 
S8SSSSE8 


TRANSPORTATION ALLOWANCE APPLICABLE TO ABOVE BASE QUANTITY (SHEET AND 


WIRE, ROD AND BAR PRODUCTS), JANUARY 199 THROUGH JUNE 1955 


January 1, 1949, through June 20, 1949: Free on board point of shipment. 
Freight allowed to the extent of the lowest published carload rail freight rate. 
June 21, 1949, through June 1955: Free on board point of shipment. Full 


freight allowed. 
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Product: Extruded solid shapes. 
Alloy: 6063—T6. 
Size: 3-30 feet by 1.500 pounds per foot. 





Base list 
4 Base quan- 

Effective price date —— | tity (pounds) 

| 

As of— 
is Se ret eas ob anand eae mnie ahem nandesm ar eanaaiamaneh $0. 360 | 30, 000 
Sept. 5, 1950! . 383 | 30, 000 
May 21, 1952 . 367 | 30, 000 
ck comin | . 385 30, 000 
Jan. 23, 1953 . 400 | 30, 000 
July 23, 1953 411 | 30, 000 
i er eee eres ener ein ocacs soe samenacbebenseayaacan | - 406 | 30, 000 
Se Be Es ce kraenemnitn’ > . 396 | 30, 000 
I an nee eee AO aos ee en ae nanemen ai Et SNE AONE TN . 409 30, 000 
See eit? 82 25 5. 00S oe enon Sb mare tae hes ee a eee . 419 | 30, 000 


1 Basis of price changed from difficulty factor 40 and weight per foot to pricing factor 17 and weight per foot. 


TRANSPORTATION ALLOWANCE APPLICABLE TO ABOVE BASE QUANTITY (EXTRUDED 
SHAPES), JANUARY 1949 THROUGH JUNE 1955 


January 1, 1949, through June 1955: Free on board point of shipment. Full 
freight allowed. 
Product: 0.00035-inch gage foil 





Base list 


: ‘ | | Base quan- 
Effective price date | penn og tity (pounds) 
As of— 
Sits bs WN ccsswccse secs eS TES ETAT ENSSTTT OCIS eee | $0. 580 30, 000 
I i ehccirnegnacs lin ccc dc hess ich co-ccnaios esprit death dence igh . 590 | 30, 000 
ay I a dina ecnahncnicaed pce ai ca acto einai a a celtscnen Meads Sandgate . 635 30, 000 
Ns ic Sneath nemo ee ace edie g eleeremaeenarina tn tacn eaneinbigerine exietbaserenesines - 665 30, 000 
i Et Mins acdccdodauescemaeras sous ease ree saan atickagrasaoeasiapaneandien crerenssaptncn . 690 30, 000 
BT, Sey enon ncmiatsucnsntcecisdwatmiininttuibibieriihiiatétiatnnore - 705 30, 000 
EE nd tacenidmnommumetnneaindaptankeniedanmmappnemesiemimmeee pe atte a 30, 000 
I. anid. cck toacibres aussie nanmteirangavae oe enmaaeinipignryertncee-aeninenaeanapee tebe - 730 30, 000 





TRANSPORTATION ALLOWANCE APPLICABLE TO ABOVE BASE QUANTITY (FOIL 
PRODUCTS), JANUARY 1949 THROUGH JUNE 1955 


January 1, 1949, through June 1955: Free on board point of shipment. Full 
freight allowed. 
Product: Aluminum cable, steel-reinforced. 
Code: Swanate. 
Size: No. 4-7/1 on reels. 











Be ‘ Base list price! Base quantity 
Effective price date | perpound | (pounds) 
Dicsaiieisnniaiadiaie 

As of— 
$0. 2590 30, 000 
. 2269 30, 000 
. 2403 30, 000 
. 2503 30, 000 
Sie an tact 60928 deniniechs ote cite Soot Bnhseapck dede= hab ion hay Was Silica vap phe ste tales . 2550 30, 000 
GE, SEE ven ccneidteobhonnaldiuamenrauechmmmesabennaaeneiendekidinnnence 2678 30, 000 
Ig, TE i antec tcwccitlclncecscearer inant etree TALES 2785 30, 000 
EE nd nnninn «thbinmanbativniinhnnnaitnnbeduasabhentitinvnats 2763 30, 000 
DE Ti ec ctkils in cdbbe aa dthesinhsttititbnobenn ciakceopibiettied 2865 30, 000 
i hla eaticedithadeslechccinenen eis Godili teiniasta dette cmtinninch bic twete scdaiaonn tam estat 2810 30, 000 
ST GENES eat Ebb iat Senden ntcoremhnsdsapbaanehesheqieasonnibecnn 2940 10, 000 
OR, Ts as dis ach cbs sled. dideds cel iG Jaks edn bddebencnene 3000 10, 000 
PE « tttnbn tcp unnsdancipandineép semadiageauppaeined pnt 3000 20, 000 


70669—56—pt. 2——6 
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TRANSPORTATION ALLOWANCE APPLICABLE TO ABOVE BASE QUANTITY (ELECTRICAL 
CONDUCTOR CABLE), JANUARY 149 THROUGH JUNE 1955 


January 1, 1949, through February 14, 1950: Free on board point of shipment. 
No freight allowed. 
February 15, 1950, through June 1955: Free on board point of shipment. 
Full freight allowed. 
Product: Aluminum drawn round wire, coiled 
Alloy: 6061-T93 (T91) 
Size: 0.146-inch diameter by coils 


Effecti ice dat oie = # 
lective price date price per 
po tity (pounds) 
As of— 
Penk Bh, B00 sw cw ssccncsddeccdaccuumansabeasommmenaaingaemanaanial $0. 375 30, 000 
I TBI sans achinaremoinciiitinsetirtoncseaitiiaianhaiaiainaipinaenititiigabiaiaia acetate 30, 000 
ee. BRON. a: 5... nop innit ip tindiatiiinesiees qieiinii det adi aes tail teaitias. 415 30, 000 
EE Ci a eee didn gt nh acceayenndctob made te keane antennae ema - 436 30, 000 
Es Bie His choo on ccnendtdsceodénenduacdeiidsbideienhipieiee ics aoe . 454 30, 000 
Tui BE; GUO in oes eg tk SH a a ek . 466 30, 000 
AUNg. WO, TOUR. ....-nccnngecwsaseen=stntbenatehotneictibididee tbat - 486 30, 000 
FEE, EE) WOE nonncctoncnesdgecencsueuadecivasbanmboessoenaaeeeEaen - 496 30, 000 





Product: Aluminum cold-finished rod. 
Alloy: 2024-T4. 
Size: !%.»-inch diameter by standard 12-foot straightened lengths. 


Base list 


as Base quan- 
Effective price date mtg tity (pounds) 


As of— 


Ss Gh BR nin wsninuchnacancmn ncn db omncn tne mbaieene mean $0. 385 30, 000 
BE Re Bicitattstscnnteotpuveccaccnadanamebaoneodcapaodan amu . 390 30, 000 
Ce Rs hh ci cceacntbiicevekudsquemmibecutwenissusbamnemeianel - 420 30, 000 
PE Ceo cin coinercickpain sania conn enue muita aomimemn alae aaa - 441 30, 000 
St. SL... o pod chsbexcuhicchickasaldcnd cekeenboopenil eae - 459 30, 000 
GO Be ca nin nccckiethnnnonucncccncscvesseocaeucacunemamaalndowemeaa - 468 30, 000 
Be 2 roca ns ntincedniioatsteiboeenaninlacaamaa . 483 30, 000 
Fe TF bint be hin cnnnescnwdssciansenatdiohnaanieamial - 493 30, 000 


Product: Aluminum cold-finished hexagonal bar. 
Alloy: 2024-T4. 


Size: 1%-inch hexagonal by standard 12-foot straightened lengths. 


Base list 


a Base quan- 
E 
ffective price date ae tity (pounds) 


As of— 

St Be Enis ices scacasccucscsccces teeta a eee ee $0. 30, 00 

PE Bg ME inecnnnsccacehaencannenatebanionamonsebupmsnataae 410 30, 000 
iss 68g cece sabenwseweans ensdencnetmuibnnspiinsahicniedamdaiiia 440 30, 000 
tnt hisincnck te nnnicaspoeslsdanencieiiomaationcde 462 30, 000 
es. 6s cobndadunss oadeebnabaninlonanaimaatanibedeuwtonia 481 30, 000 
tise nnnaseckinsan>ontsapnartakadeeabeasuncmeeemoantenen 487 30, 000 
Ms By WR orpsanccnncckanccuoncccdeacscerunbedpiauseaucreten onenaen - 509 30, 000 
Sly Ui Or nsewnnaekoconns cL apab baracenpe agen ean emiiun dineaed . 519 30, 000 
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TRANSPORTATION ALLOWANCE APPLICABLE TO ABOVE BASE QUANTITY (SHEET AND 
WIRE, ROD AND BAR PRODUCTS), JANUARY 199 THROUGH JUNE 1955 


January 1, 1949, through June 20, 1949: Free on board point of shipment. 
Freight allowed to the extent of the lowest published carload rail freight rate. 
June 21, 1949, through June 1955: Free on board point of shipment. Ful! 
freight allowed. 
Product: Extruded irrigation tubing. 
Size: 4 inches by standard lengths of 16, 20, 30 and 40 feet. 





Base list 
Base quan- 
Effective price date ot per tity (pounds) 
As of— 

A, ik Sadie cihindciasthaness dbtesnddbvdabboctennieenistitbtnne $0. 419 30, 000 
i . 398 30, 000 
SILT i nicinie in cneceteeaneetnteenpbnabhedsiaonannenbdaenatn . 403 30, 000 
GE i itlissic chien cick ninenniondccepsiiceientetgipeatiidinenngniinsicitiptasummanicaan . 387 30, 000 
MN, GT 0 o Si dhe ctcacioccnscescccanvnteusenseacdbnentiteaiiaiiletite it - 406 30, 000 
SS asc lancer csceceencicstihialtstl ject ew eho eh les ts i lcci libidinal - 422 30, 000 
EE, Seiki icnsenecenccucecnsndelnbeliGlshhs0Ldiaeglingtaaidesail - 435 30, 000 
ee Oe Bs Ei. ccccccccccsiiingpncsnnsesstldbiid iin dihdginbbiiiine dette . 455 30, 000 

QI, BR, SIU osc ccciccccncccscccccencscesesssissiindscaiassaaladtaansdta - 465 30, 000 


TRANSPORTATION ALLOWANCE APPLICABLE TO ABOVE BASE QUANTITY (EXTRUDED 
TUBING), JANUARY 1949 THROUGH JUNE 1955 


January 1, 1949, through June 1955: Free on board point of shipment. Full 
freight allowed. 
Product: Aluminum paste. 
Grade: No. 30. 
Drum: 200 pounds. 


Base list 
Base quan- 
Effective price date a tity (pounds) 
As of— 
SO Bee arid tnd wrdcssntstncccdecsecseccannscacnncnssedcbsadepesaions $0. 355 30, 000 
FUMIO Ti a inh. insskncsssaccsnsssccessecccceqenddsdasedubbess . 370 30, 000 
Det TE TD. 3 «cn cccd veces Ftcdstbuataebbesucsneesneedssiiuepduciasbies . 390 20, 000 
BGs By Wee ide inn cthicccscsnsdisetesstsssntcnatssvccdslcinstliicntoses .40 20, 000 


TRANSPORTATION ALLOWANCE APPLICABLE TO ABOVE BASE QUANTITY (ALUMINUM 
PASTE), JANUARY 149 THROUGH JUNE 1955 


January 1, 1949, through June 1955: Free on board point.of shipment. Full 
freight allowed. 





ANNEX V 


Toit CuarceEs,' January 1949 Turovca Jung 1955 


Where the material delivered to Reynolds Metals Co. was for conversion, the 
charge to the customer for the tolling operation was computed as follows: 
(1) Apply Reynolds current list price (including all applicable price extras 
or deductions) for the finished mill product involved. 
(2) Deduct from (1), the current Reynolds list price of 99 percent minimum 


puay Fei ! : 
(3) To the difference of (1) and (2), add conversion factor charge from 
schedule listed below. 

(4) Total of above determines the toll charge. 


\ Reference: Questionnaire in letter from Congressman Yates to Maxwell Caskie, dated July 11, 1955, 
q 8 (a), pt. (2). 














538 ALUMINUM INDUSTRY 


Conversion factors, primary aluminum pig or segregated aluminum scrap f. o. b. 
Reynolds Metals Co. plant 








| | 
8 Nov Sept. 10, 1954, 
Pi | OMe” | Nigdot | Ape. 38,20m | Jane through June 
| | a 
Primary aluminum pig, | $0. 005 $0. 005 | $0.014 | $0.010 to $0.0105___- 0 0 
99 percent. | | 
Segregated scrap--------|-.---------- - 005 | 024 | $0.015 to $0.0155.__| (4) () 





1 See the following table: 














Sept. 10, 1954, 
al through June 
} 1955 « 
Conversion into sheet products: | 
Loose scrap too heavy to briquette.................................- $0. 02 $0.02 
Briquetted scrap 0.006 and heavier, minimum briquette 25 pounds__. -02 . 02 
Baled scrap 0.006 and heavier, suitable for briquette. ..............-- | . 025 . 025 
Loose or packaged scrap, suitable for briquette. ..................--.- - 03 .03 
Conversion into products other than sheet products 
ain ceili nical ipiniaitraicainaiei id aii innit acre a eben pli 3 sdnienueee 
Sheet scrap briquetted - - _- idiot tae aeitectcscectadieietoaa as camps eae . 0125 | .015 
Sheet scrap too heavy to briquette_............---- sie migonntmipincadeceeiaalats . 0125 -015 
ee ee Se ee a ee ee x 015 . 020 
Sheet scrap packaged----..........-- Sas BOGS Elie Sb ical - boxed a¥ | . 0175 . 0225 
NE ii coment danncasuwsistgetineie athhisiedentamnaeaaneaea - 0175 . 0225 
Extrusion scrap butt ends_.........--- sil alla ttt Ninn dinate E ww pheactirtainal . 0100 ll 
Extrusion scrap briquetted_- . inch sOnnee tena hne Pet anTt . 0125 . 016 
Extrusion scrap too heavy to briquette | . 0125 -016 
Butrusion scrap beled...........................<...dbsadees asked -015 . 020 
SI GIR IIL, o.oo ccnipeecnannncdcddcahabesbbantaddnan - -0175 . 024 
Extrusion scrap loose LPhags oe Sede ince wes eevee ard mnie plein ean . 0175 . 024 
Cn nN 3 apa eames bunts ee OE oseu us . 02 Athos menace 
EEA LAAT AL OTA EN RT - 03 Fl a De 
PE Ini ek estas winctirdidanieeneeiescekedinheawaiiimaacaGnan EE lee acocaepenee 
Wire scrap briquetted ---..-. sthuidacspininceeal aepameelapinaeeagahaaeied pani dnecaveaialedi GE hia stindie ances eis 
PIR a ec nn cnc iisiniecnrereccsniontgipatmimistinema 1 Mee 2. aay 
nO an saiarsnesns'et ineviseveremenercianeeneennenterenianinanatshetiliaaiaancabaidiicans Jinn niin wollen 
NI I ih giro gta rice ations omen ennai ait lie boi SEED | Bower. nce caseenes 
Foil scrap briquetted 0.001 and heavier. -_-......-....--.------------- Wt oc coed 
Foil scrap briquetted 0.001 and lighter---.............---------.--.-- | . eee 
Pole Me ales O.00i. GI RARWIG 6 ono oewescccenesececessssceeese=s- oO. “Eitiss 5 -sebeces 
Wet ne ONN0S 0.001 OE Bee caver eer esceessecccescereneensccess ee Ghat ciecnatpacds 
Foil serap packaged 0.001 and:heavier_-_....-.---.--.---------------- \ 2 Serer eere | 
Foil scrap packaged 0.001 and lighter. ........--..------.-------.---- <b. bkthdedceehb~<<- 
SE HEE CIE, n< comnccaccandsenenessuvennasbuudansanGaenee MEY lcanasaoouamkenes 





* Additional charges applicable as follows: 

1. For scrap received segregated as to type but mixed as to alloy, add $0.0175 per pound to segregated 
material of the same type. 

2. For scrap received segregated as to alloy but mixed as to type, the highest scrap conversion 
factor applicable to any type included in the shipment will apply to the entire ship nent, provided 
the shipment is not so loaded as to permit segregation and weighing of the individual ope. 

3. For scrap received mixed as to type and mixed as to alloy, add $0.0175 per pound to highest 
scrap conversion factor as outlined in 2. 

4. For clean colored foil scrap segregated as to alloy and type, add $0.010 per pound to scrap con- 
version factors as listed for conversion into sheet products. 


ANNEX W 


IMMEDIATE RELEASE 





LovuIsviLLze, Ky., August 6:—Reynolds Metals Co. announced today new price 
schedules, effective immediately. The base price for primary aluminum pig is 
increased 1 cent per pound, bringing new prices to 22.5 cents a pound. Standard 
99 percent plus ingot is now 24.4 cents, up from 23.2 cents, with other grades 
rising correspondingly. 

Sheet and plate prices reflect an increase of about 4% percent. Price advances 
for other fabricated products, including extrusions, also average about 4% percent. 

Quantity extras have also been raised, but most of the new mill product price 
schedules are on a delivered basis, with full freight allowed within continental 
United States. 
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ANNEX X 
Estimates oF Unitep Statss AtumMinum Demanp ! 


SerprTeMBer 10, 1954. 
Your reference 317 
Dr. Georce PERKINs, 
Director, Aluminum and Magnesium Division, 
Business and Defense Services Administration, 
Department of Commerce, Washington, D. C. 


Dear Dr. Perkins: This is with further reference to your letter of August 
17, 1954, addressed to Mr. Keith Hall, requesting Reynolds Metals Co.’s current 
estimates of civilian consumption of aluminum for the years 1955-58. 

I am advised by Reynolds Metals Co.’s economic research division that it 
currently estimates civilian demand 1955-58 will be substantially the same as 
the estimates given in February 1954 to Mr. E. A. Harris, of ODM, and in April 
1953 to NPA. These estimates were: 





[Billions of pounds] 
| | 
. \February 1954) April 1953 
Year | estimates | estimates 
Se | 

Ta eee a es ee ee ae 2.7 2.8 
Mechs iainciecei UG cc ile a Be i 2.9 2.9 
Wonk kee teteea see ak tin tn nna ek ieee 3.1 3.1 
iain ncaa a ih i 0 deel tin eset tereritD nancial painii sii ementeti 3.3 3.3 


With best wishes, I am 
Yours very truly, 
MAXWELL CASKIE. 





DEPARTMENT OF COMMERCE, 
BusInEss AND DEFENSE SERVICES ADMINISTRATION, 
’ Washington, February 17, 1956. 
Reynoitps Merats Co., 
World Center Building, 
Washington, D. C. 
(Attention: Mr. Maxwell Caskie, Jr.) 
GENTLEMEN: This is to inform you that the following estimates of 1955 tota 


industry demand for aluminum shipments (excluding stockpile) were received 
from the three integrated producers. 





[Millions of pounds] 
| 
| Am | Reynolds | Kaiser 
oe 
en ee ee ee ee ee ee ee end adnaee | 825 845 950 
IIE nncccedin ltd = 850 | 850 855 
3d quarter. ........ nathonnten<delt tien twas diessinmaeednaedie | 800 845 800 
SE NNN. 5 oS cate ewte hese sensh ah assb sehen teasst 850 | 920 850 
Det ewe chhheestieaonntenhronteanqeendiesess 3, 325 | 3, 460 3, 455 


The figures which this division are considering are as follows for the 4 
quarters: 850, 860, 800, and 850 or a total of 3,360 million pounds. 
Very truly yours, 
A. A. Snow, 


Assistant Director, 
Aluminum and Magnesium Division. 


1 Reference: Questionnaire in letter from Congressman Yates to Maxwell Caskie, dated July 11, 1955, 
Question No. 4. 





—_— 
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ANNEX Y 
PurcHAsInG PricE oF THE DOLLAR 
The purchasing price of the dollar (wholesale prices) was 195.7 in 1940 but had 
fallen to 90.4 in July, 1955. 

Had aluminum prices followed a like trend, the initial 1940 price of 20 would 
have risen to 43.3 cents per pound presently. 


Purchasing power of the dollar 








Consumer prices | Wholesale prices 
BUND. - <nnccccnanaacdegcapenedcabbpessnerpuaeiicke dae 166.9 195. 7 
bb id ei slsebci ais, ch b db idk dots chebi lL al SU 97.3 
ps RIPE FEE ee ere y ee es Bee Se ey Ee 5 
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SENTATIVES OF THE UNITED STATES, EIGHTY-FOURTH CONGRESS. 


RESPONSES OF REYNOLDS METALS COMPANY TO QUESTIONS BY THE 
HONORABLE SIDWEY R. YATES, CHAIRMAN, SUB-COMMITTEE NO. 5, 


SELECT COMMITTER ON SMALL BUSINESS OF THE HOUSE OF REPRE~ 





al TTT PLT ET te ee ie 
re reled fal | iP he Se oe ee 
(als 8 fo ie dee ed tie ee 
ale s 44+ 4+ rT sii at TT ee 
Ala 4 eed Fae ea Sel HGi MS? aes 
21s : Ped tell tiet alt bl Leia Le 
a 1s HSRERAREERTEREANSACH NFHS aSeD - 
& Si: F Peed {az [CEE ES £.1N | cies il eo 
al . ree 4 tac) Iskae ed te) IN Dee 2 eee 
FHE E raed Fae lefee bat fel TT Aes el oe eel | 
Ca ; Peed gb cba ta fel LON See el ee 
en 4 Poe dohee Eee ed t-] I NI ee ee 
o48 BSHESSHEASERRRAARY: U.CHBESHEEE 
a PB feb dab se dete ba £2) | Fe) Bee a ee ee de 
cee regres bate eat | | CU Ne lee 
TS |) Ack [etd LE Ed Ee Ed Fee Bacte| 1 | ee ee oe 
CER a 
aaa nm m nnn g NS RNA NNO Ss 3 > Sete ecoumneuwne f Cee e 
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(3) INFORMATION SUPPLIED are ALUMINUM & CHEMICAL 
Cc ° 


KatsER ALumiInuM & CHEMICAL Corp., 
Oakland 12, Calif., May 19, 1956. 
Hon. Smpney R. YArTess, 


Chairman, Subcommittee No. 3, Select Committee on Small Business of the 
Hie 7 Representatives of the United States, 84th Congress, Washing- 
ton, D. C. 


Dear Srr: In reply to the request contained in your letter to us dated May 
13, we are giving you the answers to question No. 6 and No. 7 of the questions 
listed in your letter. In connection with question No. 6, it is our understanding 
that it would be satisfactory to list the orders by district rather than by customers 
names. 

Question No. 6. Distribution of aluminum for the period January through 
June 1955, released by ODM by the 150-million-pound reduction in stockpile 
quotas. 

A. Sold in primary pig, ingot, or billet form to nonintegrated users: 

Our share of the 150 million pounds released from stockpile quotas amounted 
to 53,700,000 pounds. We have pooled this amount of metal with the remainder 
of the amount of primary pig, ingot, and billet we have made available to sell to 
nonintegrated users and the entire amount of metal thus released is being made 
available to nonintegrated users. 

We are obligated under our supply contracts to deliver to nonintegrated users 
two-thirds of the production from our additional facilities less the amount of 
stockpile calls. Our figures for this period are as follows: 


Pounds 
Production from additional facilities. _.............-..._-_____- 239, 300, 000 
Two-thirds of auth‘ seotustiom U.............................-. 159, 500, 000 
Stockpile call after reduction of 53,700,000 pounds____._____----_- 89, 250, 000 
Amount to be sold under contract to nonintegrated users after reduc- 
tion of 53,700,000 pounds in stockpile call____........_.------ 70, 250, 000 
Actual sales to nonintegrated users for period. __..........------ 104, 118, 000 


Thus the company has given the nonintegrated users full credit for the 
53,700,000 pounds reduction in stockpile calls and in addition will sell them 34 
million pounds more. 

The distribution of our sales of primary pig, ingot, and billet to nonintegrated 


users for the period January through June 1955, by our sales districts is as 
follows: 


Number | Number 








District Allocation of cus- District Allocation | of cus- 
tomers tomers 
Pounds Pounds 
Atlanta__... 8, 638, 000 21 || Milwaukee_-.............- 4, 174, 000 19 
bid feos SUL 4, 752, 000 13. }}' New York...............- 7, 611, 000 41 
Detetit coed ~sssiescsstl.-s 11, 523, C00 22 oo) See 1, 150, 000 10 
I flee Sinn ceteuneh niees 9, 419, 000 15 || Philadelphia_-___....-_._- 7, 136, 000 ll 
Cincinnati_. 8, 096, 000 21 PE a cwic lac dndtsom 458, 000 5 
CHINES 3 Zit bisman<.:- 29, 248, 000 Fis Deas scsi isl. 535, 000 6 
Kansas City...........-.- 768, 000 4 

SE ice aceacss.-- 10, 610, 000 17 FRM cies opto dcndeen 104, 118, 000 222 


B. Sold or intended to be sold in other than pig, ingot, or billet to nonintegrated 
users: None. 

C. Amount retained by this company: None. 

D. Amount otherwise distributed: Hone. 


Question 7. Order bookings of pig, ingot, or billet from nonintegrated users 
for the months January 1 through May 1: 


541 
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Kaiser order bookings as of dates indicated 


[In millions of pounds] 





Orders for month of— | As of Jan.1 | Asof Feb.1 | Asof Mar.1}| Asof Apr.1 | As of Mayl 
SOIR LS 4.553.008, esd hee | 3359+ 62d). Sashes ot tA LARA LS) 
EI esi eacccsstiinndnanaarione yee 3.8 BB cersclanilarteiistin dada ten scaly nme a nainteeciliaiaranntb 
SIT a cares ttcrnantidhaneie edtemmopaiaatiion 2.0 16. 5 BOE i ciiaintin cecsnds acti ihiadaarcacientabeie 
EMS er -5 4.8 11.0 GE Ih siehcicndh Sotcincliiemeaa 
BEOS . . . ecb Rbbel bbMR -4 3.4 4.9 12.5 16.2 
ee ae. YE ee | ie hnepebiteneh Sie 4.6 4.5 4.8 11.2 
tte EAR eat sche Eh, exseettec dE, be cos xt no Ses Ie ctsiicesinbchipieetianed Oe 1.1 4.3 
I icc tnewcczne mmggaicipeseininnipcais liars dnaiimademabansiliaiiesaieeadadie tt la 1.5 4.2 
Seger her 6252.3... cset.. Fite Seba eek be ba swcbihetcnhé Ce PS LEP US: "TUN TT ee yee 9 

ee 18.4 47.8 40. 5 | 36. 2 36. 8 

i | 








Note.—Above figures represent only open acknowledged orders as of the dates shown. At all times 
commitments not yet reduced to formal orders existed over and above the amounts shown. For example, 
actual orders ultimately booked were as follows: January, 19.6; February, 18.3; March, 19.3; and April, 
16.5, 


We hope that the information above contained adequately answers these two 
questions. 
Very truly yours, 
Kaiser ALumMINUM & CHEMICAL CorpP., 
By Warp C. HumpuHReEys, 
Manager, Washington Office. 


Kartser Atuminum & CrHemicat Corp., 


Oakland, Calif., June 13, 1956, 
Hon. Stpngy R. Yartss, 


Chairman, Subcommittee No. 8, 
Select Committee on Small Business of the 
House of Representatives of the United States, 
Washington, D. C. 

DEAR CONGRESSMAN YATES: In our letter of June 9, 1955, in reply to the inter- 
rogatories contained in your letter of June 2, we neglected to answer question 5 (B) 
through oversight. The answer to this question is as follows: 

Except due to extenuating circumstances other than metal supply, this company 
does not ordinarily cancel orders once acknowledged. 

Very truly yours, 
Kaiser Atuminum & CHemicaL Corp., 
By Warp C. HuMPHREYs, 
Manager, Washington Office. 


Katser Atumtnum & CuHemicat Corp., 
Oakland, Calif., July 20, 1956. 
Hon. Stpney R. YATEss, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 


Dear Mr CuarrMan: I am enclosing for your information a copy of a letter 
I have just written to Mr. John Doering, president of the Aluminum Extruders 
Council pertaining to a proposed plan we have suggested to Mr. Doering by which 
additional primary aluminum could be made available to members of the Alu- 
minum Extruders Council and other nonintegrated users, 
In view of your intense interest in the aluminum supply problem, I thought that 
you would be interested in this proposal. 
Very truly yours, 
KatseR Atuminum & CHeMmicaAL Corp., 
D. A. RHoaDEs, 
Vice President and General Manager. 
Enclosure. 
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Katser Atuminum & CHemicat Corp., 


Oakland, Calif., July 19, 1956. 
Mr. Joun DoeERING, 


President, Aluminum Eztruders Council, 
Washington, D. C. 

Dear Mr. Doertna: You have asked that I write to confirm our recent 
discussion in Washington regarding the metal-supply problems of nonintegrated 
= primary aluminum and particularly members of the Aluminum Extruders 

ouncil. 

I wish to reaffirm that we as a company recognize existing problems of the 
nonintegrated user of aluminum and the fact that the problem may well become 
more acute in the future unless there is additional expansion of reduction capacity 
and an increasing availability of supply to nonintegrated users. We are making 
every effort to do our part to meet this problem. 

You read the press release, as I recall, respecting the application for a certificate 
of necessity which we filed for the etic a construction of 90,000 tons of 
additional reduction facilities and asked me for an expression of our intent respect- 
ing utilization of this production and the extent to which it would become available 
to nonintegrated users. 

We have no fixed plan at this time respecting the application of such metal 
and of course the construction of the proposed plant, its location, and its financing, 
etc. will involve many problems on which we are presently working. 

As I advised you, we would be interested in a plan by which we would build the 
contemplated facility under a certificate of necessity and contracts to sell a 
substantial portion of the output of the plant to members of your council and other 
nonintegrated users. We have had for a number of years, however, contracts 
with many nonintegrated users to supply a portion of their requirements of primary 
aluminum and our experience has clearly shown that their requirements for metal 
are subject to very considerable fluctuation in quantity. During periods when the 
requirements of our customers are low, it is neither desirable nor practical to 
force them to purchase metal that they cannot use, even though they have 
contracted to buy it, and for this reason we have endeavored to find some practical 
modification of this plan that would eliminate this potential hardship upon the 
nonintegrated users. 

As I understand the matter, the requirements of the national stockpile are still 
large and the problem of meeting stockpile quotas, in addition to the civilian 
demand, is a matter of concern. 

We suggest, therefore, a plan pursuant to which we would build an additional 
plant with a certificate of necessity and would contract with members of your 
council and other nonintegrated users to sell them a substantial portion of the 
output, and, in turn, your council on behalf of your members and other non- 
integrated users who desire to enter into such contracts with us would enter into 
an agreement with the Government pursuant to which the Government would 
purchase from your members and other nonintegrated users, for the national 
stockpile, the amount of metal each year which these customers did not require 
for their own needs. This arrangement would take care of the objection I men- 
tioned above, would guarantee a definite metal supply to the nonintegrated users 
and would also supplement the present sources of metal for the national stockpile. 
I believe that such contracts should run for a period of 5 years from the time that 
the plant got into full production and we would also be willing at the end of the 5- 
year period, at the option of each customer, to enter into extensions of such 
contracts on a requirement basis renewable for terms of 5 years each up to an 
aggregate of 15 years, the total amount of metal to be made available under such 
contract extensions to equal an agreed portion of the production from this plant. 

During the hearings before Subcommittee No, 3 of the Select Committee on 
Small Business of the House of Representatives, testimony was introduced on 
behalf of the Aluminum Extruders Council that the council itself would, if neces- 
sary, undertake to construct a reduction plant to take care of the requirements of 
its members provided the necessary Government assistance was made available. 
It was stated, however, that very substantial Government assistance would be 
required to enable the council to accomplish such a program, The suggestion 
that I have outlined above would accomplish substantially the same results for 
your members. I am sure you are familiar with the fact that we have the neces- 
sary raw materials and resources to promptly carry to completion any expansion 
program agreed upon and that you are aware of the excellent record which we 
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made in completing our part of the first two steps of the aluminum expansion 
program under which we built our Chalmette reduction plant, added to our Mead 
and Tacoma plants and greatly enlarged our raw material sources. 

The arrangement suggested would, I am sure; enable us to move very rapidly 
in the direction of making this new facility an accomplished fact and would repre- 
sent a further contribution to providing additional metal for use by the non- 
integrated users. 

Very truly yours, 
Kaiser ALuMINUM & CHEMICAL CorpP., 
D, A. RHOADES 
Vice President and General Manager. 


Aveust 15, 1955. 
Hon. Sipney R. Yarss, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, 
House of Representatives, Washington D. C. 


Dear Mr. CHarrMan: On July 1, 1955, you publicly released a letter to Dr. 
Arthur S. Flemming relating to problems affecting the expansion of primary 
aluminum, competition, and small business. As evidenced by the letter to you 
of July 11, 1955, from the Honorable Tom Steed and Timothy P. Sheehan, 2 of 
the 3 members of Subcommittee No. 3, the views expressed in your letter do not 
represent the opinion of the majority of the committee. Nevertheless, because 
your letter to Dr. Flemming contains many unwarranted statements concerning 
the “primary producers,’’ which, if intended to apply to this company, are in no 
way supported by the evidence before the subcommittee, or by any facts known 
to us, we feel compelled to answer it. 

First, this company has never in any way either taken or refrained from any 
action, or adopted any course of action, for the purpose of hindering any prospec- 
tive producer in its efforts to enter the aluminum production field, and there is 
not a shred of evidence in the public record before this subcommittee to sub- 
stantiate the allegations and innuendoes to this effect contained in your letter. 
As a matter of fact, we are now supplying large quantities of aluminum to a pro- 
spective producer to tide it over a period until it can determine whether to go into 
primary production or not. The estimates of future requirements which we 
have given to any governmental agency have in good faith been made to the best 
of our judgment and are the same as those upon which we have conducted our 
own business affairs. They have not been prepared with a view to ennowseg? or 
discourage expansion of aluminum capacity by the present producers or others. 

The record before this subcommittee clearly shows, and the fact is recognized 
by the other two members of the committee in their letter of July 11, that we have 
cooperated in making additional metal available to nonintegrated users in excess 
of our legal obligations. Under the first and second called expansion programs 
we have added over 450 million pounds of aluminum per year to the national 
economy; we offered a large part of this production under long-term contracts to 
nonintegrated users on a requirements basis, and we have not only at all times 
lived up to the obligations contained in our contracts with the Government to 
offer a specified portion of the production from our expanded facilities to the non- 
integrated users, but when there was a market for the metal we have in addition 
sold to nonintegrated users as much metal from our old facilities as we did prior 
to the expansion program. 

The purchase of scrap and secondary metal and the making of toll and conver- 
sion agreements are normal features of free competition within the industry, 
porns markets for scrap and secondary metal and are of service to our customers, 

uch operations increase competition rather than decrease it. 

The tremendous growth of both nonintegrated users of primary metal and 
nonintegrated users of fabricated products, the development of new uses of 
aluminum, and the amazing expansion of both production of and requirements for 
aluminum in its various forms are all evidence of a vigorous, expanding, and 
competitive industry. The fact that with this unprecedented growth and expan- 
sion there have been periods of shortage as well as periods of venta is under- 
standable and can be expected in any rapidly expanding industry. To meet the 
demands of this growth this company has increased its sales to nonintegrated 
users of primary aluminum from 11,974,000 pounds in 1947 to over 180 million 
pounds during the first 9 months alone of 1955. We are now studying means by 
which we can further expand both our production and our sales of primary 
aluminum. 

The policy of excluding the present producers from further expansion incentives 
and of limiting such incentives to newcomers in primary aluminum production 
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has been in effect for 3 years but has not resulted ina single new producer except 
that one proposed roma having a contract with the Government sold out its 
arts to Anaconda Copper Co., which elected to proceed without a contract. 

he Anaconda production will be used primarily to supply the fabricating require- 
ments of that company, so that this venture has failed to produce any metal for 
neneraeene users in general, as has the expansion by the present primary 
producers. 

Evidence before your committee indicates a present huge demand for all types 
of aluminum products and some shortage in production to meet the stockpile 
and commercial requirements combined. It therefore appears that it would be 
in the public interest to remove the ban of further expansion aids to the present 
producers. If it is essential in the public interest to increase the supply of alum- 
inum, particularly for nonintegrated users, the continued exclusion of present 
producers may be interpreted as gambling with the public interest. 

We fully share the committee’s concern with respect to the indicated shortage 
in primary aluminum capacity and we fully support the committee’s efforts to 
bring about the adoption of governmental policies that will increase the Nation’s 
primary capacity. e believe that this is the healthy, logical, and fundamental 
solution of the difficulties that have been caused by the present shortage. 

Very truly yours, 
Kaiser Atuminum & CHEmIcAL Corp., 
D. A. Ruoapgs, Vice President and General Manager. 


Katser Atuminum & CHEMICAL CoRP., 
Washington, D. C., September 6, 1956. 
Mr. A. J. Wausn, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 


Dear Mr. Wats: In the face of the increasing requirements of the noninte- 
grated users of aluminuin, the quantity of aluminum which will be available to 
them under the existing supply contracts with the primary producers will drop in 
1958-59 (when production of the contract tonnages will have been completed) 
from 66% percent of the output of the new facilities to only 25 percent. 

The purpose of this letter is to suggest a method of increasing the quantity of 
metal available to nonintegrated users after the present contract tonnages are 
produced and at the same time providing néw aluminum reduction capacity. 

We believe that we could undertake the expansion of our aluminum-reduction 
capacity by approximately 90,000 tons per year on a basis by which the Govern- 
ment would extend our existing Government supply contracts covering steps I 
and II at our Chalmette plant for a period of 3 additional years each. In return 
for this extension, we would undertake the construction and operation of a new 
reduction plant of the approximate capacity above mentioned. 

By this arrangement the Government would not only assure the national 
economy of additional vitally needed reduction capacity of 180 million pounds a 
year but would also extend its rights to purchase aluminum under our existing 
contracts at Chalmette for 3 more years and would extend our obligation to 
offer two-thirds of the Chalmette production to nonintegrated users for an addi- 
tional 3 years. At the termination of the 2 Chalmette contracts, we are now 
obligated to offer 25 percent of the Chalmette reduction capacity to noninte- 
grated users for a period of 15 years. Under the proposed extension, the 25- 
percent requirement would commence 3 years later and would continue there- 
after for 15 years. 

As we advised Dr. Flemming, we started operation of a new 100,000-ton re- 
duction plant under the original aluminum-expansion program within less than 
11 months after the acquisition of a vacant plant site, and, since commencement 
of. production in December 1951, we have produced nearly a billion pounds of 
primary aluminum from facilities constructed under the Ceveeitnent program. 
Our portion of the Government’s aluminum-expansion program under the exist- 
ing supply contracts has been financed entirely by private capital and without 
expense to the Government since the Government has purchased only such quan- 
tities of metal under the contracts as it has required for stockpile goals. 

We have, at this time, readily available the physical resources and know-how to 
construct within a minimum time additional reduction capacity and own ample 
bauxite reserves and energy sources for additional aluminum production, as well 
as favorably located plant sites. We have performed a great deal of research and 
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advanced engineering for a new reduction plant and could promptly proceed with 
construction of a modern and efficient plant. 

We would greatly appreciate the opportunity of discussing this matter with you 
and other Government representatives at your early convenience. Could you 
please arrange a meeting for this purpose and advise us of the time most conven- 
ient to you. 

Very truly yours, 
Katser ALUMINUM & CHemicaL CorpP., 
By Warp C. HumpHreys, 
Manager, Washington Office. 





OcrToBER 24, 1955. 
Hon. Stoney R. YarTsgs, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, 
House of Representatives, Washington 26, D. C. 

Dear ConGREssMAN YATEs: In our letter to you dated September 28, 1955, 
as supplemented by our letter dated October 4, 1955, we advised you that we 
estimated that our sales of pig, ingot, and billet to nonintegrated users during 
the fourth calendar quarter of 1955 would total 81.9 million pounds including 
6,900,000 pounds of toll-conversion metal. It now appears that total production 
will be less than the 213 million pounds previously estimated and that imports 
from Canada will be less than the 5 million pounds anticipated at the time of our 
previous report. Also due to severe production problems, we expect a substantial 
quantity of our reduced production to be off-grade (high iron) metal. Accord- 
ingly, we now estimate that only 69.9 million pounds, including 6.9 million pounds 
of toll-conversion metal, will be available. ased on current estimates, we also 
expect to offer 3 to 7 million pounds of off-grade metal in addition to the 69.9 
million pounds stated above. 

The foregoing estimates assume optimum power conditions in the Northwest 
and, in the event that our power supply is curtailed, both total production and 
sales to nonintegrated users will necessarily be reduced. 

Very truly yours, 
Kaiser Atuminum & CHEmicaL Corp., 
By Warp C. HumpHReEys, 
Manager, Washington O fice. 


Kaiser ALuminum & CHeEemicaL Corp., 
Oakland, Calif., November 10, 1955. 
Hon. Sipney R. Yates, 
Chairman, Subcommittee No. 3, 
Select Committee on Small Business, 
House of Representatives, Washington, D. C. 
Dear Mr. Cuarrman: Attached are the answers to the questions contained 
in your letter of October 26. 
Very truly yours, 
Warp C, Humpureys, 
Manager, Washington Office. 


Letter of October 26, 1956 


Question 1. In millions of pounds for each year, 1949 through 1954, and the 
first 6 months in 1955, your total sales of semifabricated and fabricated aluminum 
in two categories: 

(a) Sheet 

(b) Other fabrications 
Exclude any primary metal in pig, ingot, or billet form, and exclude material 
furnished under toll or conversion arrangements, 
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Answer: 
(b) (b) 
soot | Other fab- stot | Other fab- 
rications rications 

ices 185 OE Dt 310 108 
| CRG 245 Te 233 88 
SE ci cbcnmclicdteMiedees 231 64 | 1955 (first 6 months) -_-.---- 175 69 
200M oii. chi. le 243 92 


Question 2. The total amount of power cost subsidies received by you from the 
Federal Government. 

Answer. Power cost subsidies have been received from the Federal Govern- 
ment by Kaiser Aluminum & Chemical Corp. between September 18, 1951, and 
March 31, 1953. Periodic water shortages in the Pacific Northwest necessitated 
the use of high-cost power to maintain production at the capacity level. The 
Federal Government paid $671,559.77 to Kaiser Aluminum as reimbursement 
for costs in excess of 4 mills per kilowatt-hour on 194,748,566 kilowatt-hours of 
high-cost power consumed during this period: Production of 21,755,770 pounds 
of primary aluminum was attained from this power. 

uring the start-up period of the Chalmette, La., plant, high-cost power was 
purchased to operate reduction facilities prior to the completion of the power- 
plant. The Government did not subsidize the cost of power directly but did pur- 
chase the aluminum produced from purchased power at a price in excess of the 
market price to compensate the company for the cost of power in excess of 4 mills 
per kilowatt-hour and for other additional expenses incurred by the company as a 
result of undertaking production of aluminum prior to the completion of its own 
powerplant. Pursuant to this contract Kaiser Aluminum produced 32,165,436 
pounds of primary aluminum and the cost of power in excess of 4 mills per kilo- 
watt-hour added to the-purchase price of this metal was $953,359.16. 

None of this aluminum would See been produced without the arrangements 
above mentioned. Disposition of all of this metal was in accordance with 
Government directive. 

Question 3. (a) Table 3-a —_ the base price, the minimum quantity to 
which the price applied, each change in price, and the date of change, for the 
particular grade of purity, alloy, dimension, gage or shape as individually 
applicable, that was typically used or demanded of the products listed in Question 
as of letter of July 11, 1955. Freight was absorbed at the price and quantities 
indicated. 

Products listed in the question which are not now produced by Kaiser Aluminum 
& Chemical Corporation are reroll slab, tube blooms, and powder. There were 
no other major volume products than those indicated in the table. 
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Question 3. (b) (i) Because of the nature of the aluminum scrap market, Kaiser 

uminum does not establish base prices for new scrap. Each purchase is a 
separate transaction made on an informal bid or bargaining basis, in line with 
normal practice for this market. 

(6) (ii) Kaiser Aluminum does not have published base prices for toll scrap, 
primary metal or secondary metal. Each toll transaction is handled on a special 
inquiry basis. The tolling charge itself is composed of two elements: 

a. A conversion charge which is developed for each individual transaction 
and is equal to the cost of converting the customer’s metal to the equivalent 
of primary pig. This charge consequently varies from transaction to trans- 
action to compensate for the grade and condition of the metal being tolled. 

b. A charge covering the difference between the published price of the 
semifabricated product purchased and primary pig. 


70669—56—pt. 2——-7 
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NOTES TO REVISED TABLE 2 


The categories of distribution listed on the table correspond to the items 
requested in the letter dated July 11, 1955, even though the wording may be 
changed. The following comments apply to the items indicated: 

(a) Our records do not disclose any sales of semifabricated or fabricated 
metal which was later tolled or converted as requested by your question. 

(b) A customer’s purchases in 1950 of primary metal for immediate con- 
version by Kaiser to sheet products were excluded. Corporation records do 


not indicate whether metal received from a customer was originally sold 
by Kaiser. 


(c) See (a) above. 
(d) See (b) above. 
(e) No sales have ever been made to United States Government pursuant 


to Kaiser’s contractual right to sell aluminum under GSA contracts, 
Answer: 


(Revised Table 2] 
Kaiser Aluminum & Chemical Corp.—Distribution of metal supply, calendar years 
1946 through 1949 


{In millions of pounds} 


1946 1947 | 1948 1949 











Pounds Percent} Pounds Percent Pounds) Percent) Pounds Percent ! 
| j | 




















(a) Processed in fabricating plants or 
added to inventory __-......-.-- 113 | 100.0 182 86.3 270 | 
(6) Sold as primary metal in pig, in- 
got, or billet form to domestic 
nonintegrated users (excluding 
SERNS BRINE Tia oo tbv a anest-osscancle>ns<cos 6 2.8 11 3.9 ll 
(d) Sales of primary metal in pig, in- 
got, or billet form and then 
tolled for domestic customers. |-_-....--- 
(e) Sold as primary metal to United 
States Government: 
(a) Stockpile under GSA 
contracts, per request 
of Gee. 4.2.5 
(6) Other purposes 
(f) Otherwise distributed: 
(a) Exports of primary metal. 
(b) Secondary ingot sales 
(c) Toll-extrusion billet 
Cp CB as vt etn gach hgncedins 
(e) Sales of primary metal to 
other domestic pro- 
ducers 


96.1 238 


SCescnece|-eccoees |ooceoc col ooec cone | ooc dpc ce] <ccccecs|-cccocce 


























(9) Total supply distrib- 
WOOT. cach cdtnhabans 113 100.0 211 100.0 281 100.0 @ | ® 


—_ 1 
(hk) Division of total supply into: | 
(a) Exports of primary pig, 
ingot, and billet____.--. Pee * Litcacsee 17 8.1 
(6) Exports of secondary or 
OU hog Ai het» laced cg ies aecus haben bee GRMN hed oaccnalaccaasa- {-clhecee 
(c) Exports of other products_ 1 -9 16 7.6 10 3. ; 
(d) All domestic disposal of 


MBGER .. .. .0254n04gadets 112 99.1 178 84.3 271 96. 4 271 97.1 















































! Data omitted to avoid disclosing stockpile sales. 
2 Less than 500,000 pounds. 
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Answer to question 3: 


Kaiser Aluminum & Chemical Corp.—Scrap receipts and disposals 
[Pounds] 





Scrap receipts 
Net scrap 
for con- 


Toll or con- | sumption 
version | Purchased 


Calendar years: 
1946 


6, 015, 391 
10, 603, 112 


, 25, 341, 028 | 

e Ricdtatanal 14, 246,379 | 34,945,021 | 

Ls lll 24, 432, 682 | 

— = — —==— = 

Months: | 
1955—January | 1, 511, 464 | 1, 419, 266 | j 2, 890, 670 
February 1,567, 854 448, 283 | | 2, 016, 137 

| 1, 789, 927 | 533, 106 | 2, 323, 033 

2, 037, 581 | 521, 856 2, 559, 437 








6, 906, 826 | 2, 922, 511 | 9, 829, 337 9, 789, 277 


Nortes.—Segregation of scrap is maintained on a quality basis by the corpora- 
tion, rather than segregation between new and old scrap as such. The major 
portion of scrap received has been new scrap, and while some old scrap has been 
used, it would not represent a significant portion of the total in any year. 

In 1954 the corporation discontinued operation of its secondary smelter located 
at Newark, Obio. The disposals of scrap shown above represents sales of the 
portion of the smelter’s inventory which was unusable by other plants. While 
other occasional scrap sales may have been made during the period reported 
such quantities would be very small. The corporation’s policy is to buy scrap 
for consumption only. 

Answer to question 4: 


Kaiser Aluminum & Chemical Corp.—Inventory of purchased and toll scrap, 


Pounds 
Inventory quantity ..-. 951, 666 


Note.—Purchased scrap and toll scrap are not segregated into old-scrap and 
new-scrap classifications. The inventory is primarily new scrap and any old 
scrap included would be a very minor percent of the total. 
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Answers to question 5: 


Kaiser Aluminum & Chemical Corp.: Primary supply and distribution 














T955 
-—_—-eoeoeoreeeeee | 1956 total 
ist quarter | 2d quarter | 3d quarter | 4th quarter} Total 
A. PRIMARY SUPPLIES 

(i) Pro@uction.............- 207, 335, 324) 219, 026, 000) 211, 520, 000) 213, 050, 000) 850,931,324) 840, 000, 000 
(2) Purchased from other 

producers }............ 0 0} 4,000,000; 2,000,000} 6, 400, 000 0 
(3) Purchased from Canada-|_.........-- 8, 400, 000} 10,000,000) 12,000,000) 36, 400, 000 76, 000, 000 
(4) Other imports_.........- 39, 964 0 0 0 39, 964 0 
(5) Less exports............. 3, 495, 682 0 0} 0} 3, 495, 682 0 
(6) Net supply--...--- 203, 879, 606) 227, 426, 000) 225, 520, 000) 227, 050; 000) 883, 875, 606) 916, 000, 000 





Jee - 





B, DISTRIBUTION 


(1) For fabrication or added 


to inventory ---..._.-- 2107, 877, 551! 143, 018, 985). 127, 520, 000) 137, 050, 000) 515, 466, 536) 525, 000, 000 
(2) Primary sales to inde- : 
pendent fabrication...| 57,420,139) 52,064,085); 80,000,000) 90, 000, 000) 279, 484, 224 } (3) 
ee Ny CN ee cnalomsdiiesaaigdink iinsaaicanimeed snouts mepalageinslalaliers aise 
(4) Otherwise sold..__..-__- 0 0 0 0 Q! 0 


(5) Total EE Ee a a tk | a 














1 Trades not included. Purchases shown are off-grade start-up metal. 

2 Inventory depletion in lst quarter, 1955. 

3 At this time it is not possible to accurately estimaterthe 1956 requirements of the independent fabricators. 
During the Ist half of 1955 the independents could not. buy all they wished but during the last half of 1955 
it is possible more will be available than the indépendents wish to purehase. For this reason, the amount 
available for independents and the Government in 1956 is shown as a lump sum. 

* Data omitted to avoid disclosing stockpile:sales. 


Letter of July 25, 1955 


Question 1. Please state the total assets in dollars, before depreciation, as shown 
by the balance sheet of the Kaiser Aluminum & Chemical Corp. as of December 
31, 1954, or closing date of the last fiscal year, and closing date of the first year of 
— of this company (former name, the Permanente Metals Corp.) in the 

uminum business, May 31, 1947. Please state for the same dates the capital 
ee stock and surplus (common steckholders’ equity), excluding preferred 
stock. 


Answer: 
[In thousands of dollars) 


May 31, May 31, 
1955 1947 


a ee Cae Sie SS ee ee ee ee $438, 036 $52, 615 
Capital common s CN erent culpctass bemeth-beuminaleccensdiipedpeneas 121, 568 10, 997 
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Answers to question No. 2 (0). 

(i) Total dollar amount of property, plant, and equipment, undepreciated as 
o ithe end of the fiscal year, May 31, 1955: $302,991,685. 

(ii) Total dollar amount of property, plant, and equipment, undepreciated that: 

(a) Was purchased from the Federal Government: $45,060,000. 

This is also the amount that was recorded on the books of the corporation 
at the time of acquisition. 

(b) Is now leased from or owned by the Federal Government: $402,271. 

This amount represents leasehold improvements made by the Corporation. 
The total dollar amount of leased plants and equipment is not recorded on 
the corporation books. 

(iii) Total amount of tax amortization certified since date of first operation in 
the aluminum business in 1946: 

(a) Amount applicable to assets on the books of the corporation as of 
May 31, 1955: Amount expended on certified facilities at May 31, 1955, is 
$226 million. Of this amount, approximately 81 percent is certified for rapid 
amortization. 

(6) Amount applicable to assets not yet on the books of the corporation 
as of May 31, 1955: Amount not expended at May 31, 1955 is $96 million. 
Of this amount approximately 75 percent is certified for rapid amortization. 

(iv) Of the total price of plants and equipment purchased from the United States 
Government, the total maximum repayments possible in dollars, by settlement in 
aluminum or other materials (specify which type of material). 

The promissory note for the purchase of the Baton Rouge alumina plant, the 
Mead reduction plant, and the Trentwood rolling mill provides for payment in 
aluminum pig, or ingot as follows: 

‘‘With respect to all payments under this note due and payable between July 
1, 1949, and June 30, 1950, and/or rental payments which had accrued as of June 
30, 1949, for the annual lease period or portion thereof ending June 30, 1949, 
under the leases, as amended, between the payee and the undersigned hereof 
covering the Baton Rouge alumina plant (Plancor 226—-AO), the Mead reduction 
plant (Plancor 226-8), and the Trentwood rolling mill (Plancors 524 and 1061), 
the undersigned shall have the option to make payments, in lieu of cash, in up to 
12,714,247 pounds of aluminum pig or ingot of the grade and Federal specifica- 
tions designated by the Munitions Board as acceptable in lieu of cash for stockpile 
requirements, at the prevailing market price therefor, including prevailing indus- 
try terms for the payment of freight, at the ti 1e such payments become due and 
payable. Thereafter, with respect to all such payments due and payable between 
July 1, 1949, and June 30, 1950, and in each subsequent year, the undersigned 
shall have the option to make payments, in lieu of cash, in aluminum pig or ingot 
of the grade and specifications so designated up to approximately 40 percent of 
each additional amount (over and above the first 60 million pounds recommended 
for the fiscal year beginning July 1, 1949) of the quantity, type, and specifications 
indicated from time to time by the Munitions Board as acceptable pursuant to 
section 204 (e) of Public Law 152, 81st Congress, for the period designated by the 
Munitions Board. Such approximately 40 percent for any period shall be the 
percentage which is determined by payee to represent the undersigned’s equitable 
proportion, as compared to other purchasers and lessees of Government-built 
aluminum plants, of the quantity designated by the Munitions Board for such 
period, but shall not be less than 35 percent, nor more than 45 percent, of the 
quantity designated by the Board for such period. The undersigned shall advise 
the payee hereof, in writing, of the extent to which the undersigned elects to 
exercise its option to make payment in aluminum pig or ingot pursuant to this 
paragraph, not later than 15 days prior to any due date on which it desires to 
make payment in aluminum pig or ingot and a failure of the undersigned to com- 
ply with such election on the date such payment is to be made shall be deemed to 

a default hereunder unless the undersigned tenders payment in cash in lieu 
of aluminum pig or ingot on the date such payment is to be made and such cash 
tender is accepted by payee.”’ 

The contracts for the purchase of the Tacoma reduction plant and the Newark 
rod and bar mill made no provision for settlement except in dollars. However, 
pursuant to the discretionary authority granted by Public Law 152, 81st Congress, 
section 204, paragraph E, quantities of aluminum were accepted in lieu of cash 
for a portion of the purchase price. 
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Answer to question 2 (c) (i), letter of July 25, 1955: 


Kaiser Aluminum & Chemical Corp.— Bauxite purchased from the U. S. Govern- 
ment in tons and dollars since 1946 


Amount 


$77, 780 
184, 100 


Answer to question 2 (c) (ii), letter of July 25, 1955: 


Kaiser Aluminum & Chemical Corp.—Aluminum purchased from the U. S. Gov- 
ernment, in pounds and dollars since 1946 


Aluminum 


Pounds Amount 


$5, 968, 233 
1, 287, 377 
( 
732, 548 
3, 885, 398 
1, 038, 013 
1 Shapes and ingots—Kaiser Aluminum & Chemical Corp. returned $6 of a pound of primary pig to the 


Government for every pound of shapes and ingots received under this contract. 
? Sheet purchases included in these amounts: 
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Answer to question 1, letter of July 15, 1955: 


Kaiser Aluminum & Chemical Corp.—Production from supply contract capacity, 
metal available for Government call and nonintegrated users and metal assigned 
to Government call quarterly from start of production through June 30, 1955. 


[In millions of pounds] 





























Quarter ended 
| June 
Sept. 30,| Dec. ee 31, June 0, Sept. 30,| Dec. 31, 30 
1953 1953 _| = 1954 | 1954 | jose, 
(a) Production of capacity subject to the con- re | 
tract provision: | 
pS ae | ae) eee 75 96 + 107} 3 113 | 239 
Pe aihinteiacacied tihntain ae getinibis eit 81 96 | 08 | 110 112 116 240 
(6) Amount of metal computed as equivalent | | 
to the 34 to be available for Government } 
and nonintegrated users combined, | 
after prior allocations__............-.-.-- 34 55 61 65 | 70 70 146 
(c) Amount of metal assigned to Govern- | 
ment: } 
Pursuant to directive or call__......-- 11 17| 106} 58 72 79 | 89 
NE hak Veena Dans cncdotbedcleoseccas 65 224 nine 
(d) Amount of metal computed as required 
to be offered to nonintegrated users | | } 
under supply contracts_-_-.---.-------- 23 | ME cds Pete ced i358 57 
Actual sales to nonintegrated users from all 
SNUG 4, Sack ca itr eeddd te cobs listee ob | 30 30 2) 3} (39 45} 107 
| } | 





1 Ist and 2d quarter of 1955 combined. 
2 From noncontract facility production. 


Norte.—All aluminum produced from capacity subject to the contract provisions from start of production 
through June 30, 1953, was disposed of pursuant to National Production Authority directive and not pur- 
suant to the contracts. Production during this period was as follows: 


piso a Millions of 
warter ende 


pounds 
a ee re eee aa <a maasdpaneand ant eehel te eegldonns (a) 
eee nnn ee hk. wanenieauseasS@duinvestdqses 9 
I ne ee tse rine saa meee hcoavienany- ca Se a alee 19 
ES ES to eh 3 an kos bites oie ebaws nek os caenenghe bee viealiaaa 24 
WE Pi So Os AL pcb eadeabshwa sig cai Sindedd-ans 29 
i ae einai aamareneaennereyseaanthede Dy dekhinnns 52 
eg ee ee etcie car marensces icon aah a amethes— 64 


* Less than }4 million. 
Answer to question 2, letter of July 15, 1955: 
Kaiser Aluminum & Chemical Corp.—Estimated supply contract production and 


amounts to be available for Government call and nonintegrated users quarterly 
from July 1, 1955, until expiration of all contracts 













[In millions of pounds] 
25 — 
f capacit 
%tobe | ° 
available for | D4 aval 
Government integrated 
and noninte- users after 


contracts 
expire 





Quarters ending: 
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Answer to question 1, letter of July 15, 1955: 


Kaiser Aluminum & Chemical Corp.—Production from supply contract capacity, 
metal available for Government call and nonintegrated users and metal assigned to 
Government call quarterly from start of production through June 30, 1955 


{In millions of pounds] 


Sept. 30,| Dec. 31, | Mar. 31,| June 30, | Sept. 30,| Dec. 31, 
1953 1953 1954 1954 19. 1954 


(a) Production of capacity subject to 
the contract provision: 


Actual 
(6) Amount of metal computed as 
equivalent to the 36 to be avail- 
able for Government and non- 
integrated users combined, 
after prior allocations 
(c) Amount of metal assigned to 
Government: 
Pursuant to directive or call.- 


(qd) Amount of metal computed as 
required to be offe to non- 
integrated users under supply 


Actual sales to nonintegrated users 
from all facilities 


1 Ist and 2d quarter of 1955 combined. 
2? From noncontract facility production. 


Norte.—All aluminum produced from capacity subject to the contract provisions from start of production 
through June 30, 1953, was disposed of pursuant to National Production Authority directive and not pur- 
suant to the contracts. Production during this period was as follows: 


Quarter ended— 
Dec. 31, 1951 
Mar. 31, 1952 
June 30, 1952 
Sept. 30, 1952 
Dec. 31, 1952 


June 30, 1953. 
* Less than % million. 


Answer to question 2, letter of July 15, 1955: 


Kaiser Aluminum & Chemical Corp.—Estimated supply contract production and 
amounts to be available for Government call and nonintegrated users quarterly 
from July 1, 1955, until expiration of all contracts 


{In millions of pounds] 


7 ae 
#4 to be | to be avail 
available for | she to non- 


Government 
and noninte- integrated 


grated users 


Quarters ending: 
Sept. 30, 1955 
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Section II. Letter of Aluminum Company of America, March 14, 1952, 
to the President’s Materials Policy Commission, commenting on 
draft report on aluminum (marginal comments of Commission 
Counsel omitted) 


ALUMINUM CoMPANY OF AMERICA, 
Pittsburgh 19, Pa., March 14, 1952. 
Mr. Wiuuiam C. ACKERMAN, 
Executive Secretary, President’s Materials Policy Commission, 
Executive Office of the President, Washington 25, D. C. 


Dear Mr. AckERMAN: We are pleased to have had the opportunity to examine 

our Commission’s Draft of Report on Aluminum which you sent us with your 
etter of March 7. Due to the fact that you asked that we give you our com- 
ments and suggestions so as to reach you not later than March 17, we are 
unable to put these in as finished form as otherwise we would have hoped to do. 
Possibly it will be just as helpful to you if we merely list our comments serially 
by page reference. 


Page 1, second paragraph, and page 24, first paragraph 
In view of our optimism as to the future of aluminum markets we do not 
quarrel with the estimate that the demand for aluminum ‘can reasonably be 


expected to quintuple over the next 25 years, both in the United States and in 
the rest of the free world,’’ but we are inclined to feel that this is overly optimistic. 
Page 2, first paragraph. Also page 30, first paragraph 

In connection with the need for expanding production facilities to meet the 
expanding demands for aluminum we believe it should be pointed out that the 
domestic aluminum producers can be expected not only to continue their energetic 
efforts to expand their markets but also to provide increased capacity in order 
to supply those expanding markets. The evidence of the past and the present 
clearly indicates that this will be the case. Insofar as preparedness is concerned 
it is highly improbable that a large military demand can suddently be super- 
imposed upon a maximum civilian demand. From a practical point of view it 
would seem that a reasonable stockpile would provide suitable insurance. Another 
alternative might be that of strictly arsenal type plants specifically held in reserve 
by the Government against a war emergency. 
Page 3, first paragraph, and page 20 

The lack of availability of suitable low-eost hydroelectric power projects to the 
aluminum industry within the United States is largely due to the fact that our 
Government has pre-empted such possibilities. The one exception we believe is 
the opportunity that Alaska offers. Alcoa has studied a project in Alaska which, 
we believe, will meet all the necessary requirements for a sound development from 
a strategic as well as an economic point of view and is infinitely preferable as to 
wartime security to the United States becoming dependent on aluminum produced 
outside of our country. This project and undoubtedly other Alaskan projects 
are susceptible to expansion for large scale production. Alcoa is prepared to 
undertake the financing and construction of its Alaska project upon receipt of the 
necessary Government approvals and assurances of cooperation. 


Page 3, last line 


We believe this would be clearer if the word, “sources”, were changed to the 
word, “‘ores.”’ 


Pages 4, 28, and 39-40 


In view of the very real competitive situation existing in the aluminum industry 
it is difficult for us to understand the apparent thought as expressed that the 
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Government has a continuing policing job ahead of it to make the aluminum 
industry more and more competitive. The competitive structure of the aluminum 
industry, measured by the ability of each producer to compete effectively, is out- 
standing. This is one problem that has been solved on a constructive basis due 
both to planning by the Government and cooperation by the industry. In our 
antitrust case Judge Knox found that there was effective competition, and it would 
seem that the only proper function of the Government is to be sure that that 
effective competition is protected. This certainly cannot be accomplished by 
forcing an overexpansion of the industry or by improperly reducing tariffs and by 
turning over our domestic markets to foreign producers. 


Page 6 
It is not clear whether the second sentence means to refer to “volume” as dis- 
tinguished from “‘tonnage.’’ However, on a volumetric basis aluminum consump- 


tion is already greater than that of zinc, copper, and lead combined. In the 12th 
line the word, “‘heating,”’ should be “heat.” 


Page 6, first paragraph 

All of us in the aluminum industry recognize the enormous impetus being given 
to the use of aluminum for many applieations which heretofore largely used copper. 
However, it is obvious that as aluminum replaces copper to any major extent, 
copper prices relative to aluminum will be forced downward. Therefore, we 
question the justification of the statement that “‘the shift in relative prices can 
be expected to become even more attractive.” 
Page 7 

It is incorrect to refer to building products as a new market. Aluminum has 
gone into this market for many years but in recent years it has grown enormously 
and probably should be referred to as “the most rapidly growing market.” 
Page 8, last paragraph 

We believe that there should be added to the end of this paragraph ‘and most 
recently by the Korean emergency.” 


Page 9, last paragraph 


We do not recognize the 500,000-ton figure given as the amount of aluminum 
which was eliminated from the military requirements during World War II. We 
question this figure, and even if it is in any way justified, it should be made clear 
that it is the amount that could have been used over the entire war period and 


does not represent an annual figure such as is used elsewhere throughout the 
report. 


Page 10, second paragraph 


“Household wiring’ might better be termed ‘‘building wiring’ as aluminum 
wiring is used to an even greater extent in industrial and similar buildings than 
in houses. Also the reference to collapsible tubes should indicate that aluminum 
has superseded tin as well as lead. 


Page 12, last paragraph 


The statement is made that “‘scrap can be expected to constitute an increasing 
proportion of the aluminum supply so that it may by 1975 furnish 20 percent of 
the total consumption as contrasted with 10 percent in recent years.’’ Under 
normal conditions in recent years scrap has supplied from 20 to 25 percent of the 
market requirements-for aluminum. It is anticipated that as consumption in- 
creases the proportion of scrap will also increase as has been the case with steel 
and copper and that, under reasonably level total consumption from year to year, 
the scrap supply will reach a figure of about 40 percent. It is, therefore, much 
more reasonable to assume that by 1975 the serap supply will furnish approximately 
35 percent of the total aluminum consumption. oni for your information it 
is also of interest. to note that while there have been wide fluctuations in the 
amount of the domestic market supplied by imported aluminum, it has averaged 
approximately 10 percent. It would seem reasonable to expect that this pro- 
portion would be somewhat higher in the future. We believe these more ac- 
curate figures as to the amount of scrap which ean be expected to come into the 
market should be used in estimating the primary aluminum requirements. 


Page 20 
The second full sentence.is not clear. 
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Page 22, first paragraph 

We believe gas should be added as an alternative to coal in conneetion with the 
materials required in the extraction of alumina. In the second paragraph it 
would seem that you might wish to add eryolite as one of the materials used in 
the reduction of alumina to metal. This omission may be deliberate on the 
assumption that the industry will depend on synthetic cryolite and use no natural 
eryolite. However, as both synthetic cryolite and aluminum fluoride require 


sulfuric acid as well as fluorspar, it would seem that sulfuric acid should be added 
to this list. 


Page 30, second paragraph, and pages 35-36 


In discussing reliance on imported aluminum for an increasing proportion of 
domestic requirements the question of security considerations is the only point 
raised against such a program. It would seem very shortsighted for our country 
to build an economy which presupposes the importation of a large proportion of 
its greatly expanding aluminum requirements. While the Canadian aluminum 
producer has not taken advantage of price possibilities during the present emer- 
gency, other importers-of aluminum have done so, obtaining prices in some cases 
as much as double the domestic price. Furthermore, we need only to look at such 
commodities as rubber, tin, ete., to see what can happen to the prices of materials 
which we must import. If we are not to expand our national productive capacity 
for those materials and articles which have some lower elements of cost when 
produced elsewhere throughout the world, we will soon lose all that this Nation 
stands for. There would seem to be little consistency to the arguments pointing 
out the need of expanded aluminum production from a security point of view 
and the suggestion that the tariff on aluminum pig, ingot, and scrap should be 
adjusted downward. Similarly, there would seem to be little justification for 
the halfhearted support for the present 3 cents per pound tariff on fabricated 
aluminum. This tariff is fully justified and we fear may be found to be quite 
inadequate. 


Page 32, second paragraph 


The statement is made that “during World War II heavy shipping losses practi- 
cally cut off the imports of bauxite into the United States * * *.” This state- 
ment is a repetition of similar ones which have come to our attention and which 
are not based on actual facts. Those facts are that during the entire period of 
our participation in World War II there were 489 northbound sailings and 426 
southbound sailings in the bauxite service between the United States and the 
north coast of South America. Of the northbound sailings there were 16 sinkings 
and of the southbound sailings there were 10 sinkings. Therefore, out of a total 
of 915 sailings there were 26 sinkings or less than 3 percent. Some of those sink- 
ings were of vessels bound for the north coast of.South America to pick up bauxite 
cargoes but the vessels themselves were in the Atlantic rather than the Caribbean. 

Furthermore, it should be rcognized that the greater part of these sinkings 


occurred during a period when admittedly inadequate protection was given to 
this shipping. 


Page 39, second paragraph 


The statement is ‘‘a circuit court * * * held, essentially, that Alcoa was an 
illegal monopoly * * *.”’ The finding would be correctly stated if this read 
“that Alcoa, as the sole domestic smelter of aluminum, monopolized the aluminum 
ingot market.’”’ The holding was confined to the ingot market, and Alcoa was 
affirmatively exonerated of monopoly charges both in the raw-material field and 
in its fabricating operations. 


Page 40, second paragraph 

This reads ‘“‘“* * * required Alcoa to relinquish control of the single Canadian 
producer, Aluminum Co., Ltd.” To be accurate this statement should read 
‘““* * * required certain holders of Alcoa stock who also held approximately 
38 percent of the stock of Aluminum, Ltd., to sell their stock in one company 
or the other. All elected to sell their Aluminum, Ltd., stock. Another group of 
Aleoa stockholders who held approximately 13 percent of the stock of Aluminum, 
no required, for a period of time, to give up their voting rights in Aluminum 
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In commenting upon certain specific points we have not in every instance 
pointed out where that same point may be referred to elsewhere in the report. 
However, we believe that these cases will be recognized. Of course, any revisions 
as to any of these points should be made consistent throughout the report. 

We appreciate the opportunity of examining the report and supplying you with 
our comments and suggestions. Our only objective in making these comments 


and suggestions is that the report be accurate as far as our knowledge makes that. 


possible. I hope that we have been helpful. 


Sincerely, 
I. W. Witson, President. 
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Section III. Statements submitted to the United States Tariff Com- 
mission in October 1955 on the question of reducing the tariff on 
primary aluminum imported from Canada 


(1) ALuminum Limirep Sates Memos 


BEFORE THE 


UNITED STATES TARIFF COMMISSION 


AND 
COMMITTEE FOR RECIPROCITY INFORMATION 


In the Matter of 
Aluminum and 
Aluminum Alloys 


Under the in crude form, 
Paragraph 374, 


Trade Agreements Act of 1934 Tariff Act of 1930. 
as amended and extended. 


Proposed Negotiations 


MEMORANDUM OF ALUMINIUM LIMITED SALES, INC., NEW 
YORK, NEW YORK, IN SUPPORT OF MAXIMUM POSSIBLE 
REDUCTION IN EXISTING TARIFF DUTY 


70669 O—56—pt. 2——_8 





ALUMINUM INDUSTRY 


BEFORE THE 


UNITED STATES TARIFF COMMISSION 


AND 
COMMITTEE FOR RECIPROCITY INFORMATION 


In the Matter of 
Aluminum and 
Aluminum Alloys 


in crude form, 
Under the Paragraph 374, 


Trade Agreements Act of 1934 Tariff Act of 1930. 
as amended and extended. 


Proposed Negotiations 


MEMORANDUM OF ALUMINIUM LIMITED SALES, INC., NEW 
YORK, NEW YORK, IN SUPPORT OF MAXIMUM POSSIBLE 
REDUCTION IN EXISTING TARIFF DUTY 


General Statement 


Aluminium Limited Sales, Inc., is a New York Corporation en- 


gaged in the importation and distribution in the United States of 
primary aluminum and aluminum alloys produced by the Aluminum 
Company of Canada Ltd. (Alcan). 


On November 21, 1950 the Tariff Commission denied and dis- 
missed applications of the Reynolds Metals Co. and Kaiser Aluminum 
and Chemical Corp. for an investigation of crude and semimanufac- 
tured aluminum under the escape clause provisions of the Trade Agree- 
ments Act. In so acting, the Commission stated in part: 


‘** * * conditions in the aluminum market were rapidly chang- 
ing. Since June 1950, the expanding national defense program 
has increased greatly the already large demand for aluminum. 
The increase in demand has in fact been so great as to create a 
severe shortage in the supply of aluminum, a shortage which is 
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likely to persist for an indefimte period. So long as these con- 
ditions continue, there will be need for all the aluminum which 
can be obtained from any source, and imports from Canada will 
not be injurious to any segment of the domestic aluminum in- 
dustry.’’ (Italics added) 


The finding of the Commission is applicable today with even 
greater force. Existing and foreseeable conditions demonstrate that 
there is no need for any tariff duty whatever on aluminum and alu- 
minum alloys in crude form, and that the existing duty constitutes 
a wholly unnecessary burden on imports with no benefit to the Amer- 
ican industry or consumer. The public and national interest would 
be best served by the maximum possible reduction in the existing 
duty of 114 cents per pound on such products covered by Paragraph 
374, Tariff Act of 1930, as amended. 


Facts in support of this conclusion, hereinafter more fully de- 
veloped, may be summarized as follows: 


Summary of Facts Presented 


I—Aluminum and aluminum alloys in crude form have been and 
are in short supply and said shortage is expected to continue, 
despite recent tremendous expansion of domestic industry and 
contemplated further additions. 


II—Domestie industry has grown and prospered greatly under suc- 
cessively lower tariff duty, with further rapid growth and in- 
creased profits indicated. 


IiI—Imports principally from Canada supplement inadequate domes- 
tic production and represent an important source of supply for 
primary producers as well as non-integrated users. 


TV—Canada, the principal import supplier, has also greatly expanded 
its facilities, but the amount of primary aluminum available for 
the United States market remains insufficient to meet the present 
and foreseeable demand. 
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V—Maximum reduction in duty to 144¢ per pound now possible 
under existing limited powers would not threaten domestic pro- 
duction needed for projected national defense requirements. 


ViI—Complete removal of -existing duty or maximum reduction in 
duty would be in public and national interest. 


Description and Uses of Products and Tariff History 


Aluminum is the most important commercial light metal. When 
alloyed with small proportions of other metals it has physical char- 
acteristics which make it adaptable for many structural and other 
engineering uses. In recent years, hundreds of new applications 
and uses such as in the architectural and building fields have been 
developed. Use of aluminum has expanded to such an extent that at 
the present time the rated capacity of fabricating facilities in the 
United States in the aggregate are greatly in excess of production 
of the primary product. The United States is today, therefore, and 
historically has been, a net importer of aluminum every year for the 
past 37 years, with two exceptions, 1939 and 1944. 


Historically, aluminum and alloys in chief value of aluminum, 
have received identical tariff treatment. Under the Tariff Act of 
1930 these products in crude form were subject to a duty of 4¢ per lb. 
Said duty was first reduced to 3¢ per lb. in the Reciprocal Trade 
Agreement with Canada of 1939, further reduced to 2¢ per Ib. in the 
General Agreement on Tariffs and Trade of 1948, and reduced to 
the present rate of 114¢ per lb. in the Torquay Agreement, effective 
1951. In each instance the change in duty was negotiated by the 
United States with Canada. 


Aluminum scrap has been omitted from the list of products to be 
considered for possible changes in the present trade negotiations. 
Serap is now free of duty by special act of the Congress. It is an 
important product as it forms a source for recovery of aluminum 
metal generally denominated secondary metal, which then forms part 
of the supply of the crude product. The problem of meeting the 
currrent and foreseeable short supply for the market of the United 
States, however, is essentially one of primary aluminum and alloys 
in crude form. Discussion hereinafter is accordingly confined thereto. 
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POINT I 


Aluminum and aluminum alloys in crude form have been 
and are in short supply and said shortage is expected to continue 
despite recent tremendous expansion of domestic industry and 
contemplated further additions. 


Since World War II the aluminum industry has had recurrent 
shortages. During World War II, the United States Government 
found it necessary to call upon Canada for large quantities of crude 


aluminum which it imported duty free to assist in easing the emergency 
demands. 


Immediately following the war, aluminum was in good supply due 
principally to large inventories built up during the war and large 
amounts of scrap available for recovery. By the end of 1947, however, 
so many new uses had developed and so many additional fabricators 
had entered the field that a new crisis of supply arose. 


The outbreak of the Korean war again intensified the critical sup- 
ply situation. There ensued a great expansion of the aluminum indus- 
try, despite which at the current time there exists one of the worst 
shortages of record. The present day situation is well expressed by 
an executive of the Kaiser Aluminum and Chemical Corp. as follows: 


“The magnitude and duration of the current record high con- 
sumption rate, plus high stockpile requirements, has created an 
unbalance between supply and demand. While all sections of the 
industry are operating at record highs, there are those ‘who request 
still more metal. * * *’’ (Prepared statement D. A. Rhoades, Vice 
President and General Manager, Kaiser Aluminum and Chemical 
Corp., Select Sub-Committee, House Small Business Committee on 
Investigation of Aluminum Shortage. May 25, 1955.) 


The Select Sub-Committee of the House Small Business Commit- 
tee, it will be noted, was specifically investigating shortages and long 
range problems in the aluminum industry. As stated by the chairman, 
Mr. Yates of Illinois, at the outset of the hearing: 


‘“We are holding these hearings because of complaints from 
small business men in the aluminum industry that they cannot 
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obtain metal for fabricating. They protest against the unfair 
action of the primary producers in retaining aluminum for their 
own use after satisfying the requirements of the stockpile.”’ 


This problem of supply of primary aluminum for non-integrated 
users lies at the heart of the aluminum supply situation. There are at 
the present time four producers of primary aluminum in the United 
States, namely, The Aluminum Company of America, the Reynolds 
Metals Company, the Kaiser Aluminum and Chemical Corp., and the 
Anaconda Aluminum Company. Each of these primary producers has 
fabricating facilities of its own. 


The Reynolds Metals Co. supplies primary aluminum to non- 
integrated independent fabricators, but according to the President, 
Mr. R. S. Reynolds, the Reynolds Company 


‘‘* * * is primarily a fabricator of aluminum. We always have 
been. Our primary reason for producing pig was to provide our 
own fabricating plants with raw material.’’ (Testimony before 
Yates Small Business Committee, idem page 478.) 


The Aluminum Company of America has extensive fabricating 
facilities which are reported to be greater than its primary capacity, 
but does supply primary aluminum to the non-integrated users. 


The Kaiser Corp., like Reynolds and Aleoa, supplies primary 
aluminum to non-integrated users, but that company also reportedly 
utilizes most of its output of crude aluminum in its own fabricating 
operations. 


The Anaconda Aluminum Company, which began primary produc- 
tion operations only in 1955, is understood to have been established 
mainly for the purpose of furnishing the crude product for use in 
fabricating plants owned by affiliates. 


All four producers have announced plans to enlarge their alu- 
minum fabricating facilities. 


This integrated system of operation of the four domestic pro- 
ducers results in an uncertain and variable domestic source of supply 
for the non-integrated users and manufacturers of aluminum products. 
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Furthermore, these users and manufacturers must compete directly 


with the primary producers in sale of many of their semi-finished 
products. 


The domestic industry has expanded greatly in recent years in 
an effort to meet the shortage of crude aluminum. In 1950, the year 
preceding the last change in tariff duty, the annual primary aluminum 
capacity for the three companies then in existence amounted to 727,075 
short tons. At the present time capacity in place amounts to 1,533,000 
tons, with one new company having entered the field, namely, the 
Anaconda Aluminum Company. 


Plans have been announced for further expansion by Alcoa and 
additional new capacity by two new concerns entering the field which, 
if carried through, would increase capacity to 1,778,000 tons. 


This anticipated capacity of 1,778,000 tons consists of 1,533,000 
tons now in place; 65,000 tons under construction by the Aluminum 
Company of America; and planned expansion of 180,000 tons of which 
two new concerns, The Harvey Machine Company and Olin-Mathieson 
Chemical Corporation, would contribute 54,000 and 60,000 tons respec- 
tively, and Alcoa a further 66,000 tons. Two other concerns are re- 
ported to have aluminum production under consideration, namely, 
Revere Copper & Brass, -Inc. and St. Joseph Lead Company in asso- 
ciation with Pittsburgh Consolidation Coal. Reynolds and Kaiser have 
also announced plans for increasing capacity by 135,000 tons and 90,000 
tons respectively. The actual doubling of domestic capacity in the 
past five years and the projected additional capacity, however, will fall 
far short of meeting anticipated market requirements if anything like 
the normal growth of the industry is continued. 


The Department of Commerce has estimated that the need for 
primary aluminum in the United States during the current year will 
equal the total expected supply of 1,772,000 tons including imports. 
By 1975, according to the President’s Commission on Raw Materials 
Policy, the so-called Paley Commission, in its report issued in 1952, 
the demand for primary aluminum will reach a total of 3,600,000 tons. 


Consumption of aluminum has increased at an average annual 
rate of 11.6% over the last 54 years according to the Department of 
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Commerce. See chart, Exhibit A, Appendix. Continuation of even this 
average growth in the years ahead would make the figure of the Paley 
Commission of 3,600,000 tons much too low an estimate. There is a 
continuing necessity for imports, particularly from Canada, to assist 
in meeting this increasing demand. 


A table showing the aluminum supply to the United States for 
the years 1950-1954, inclusive, and projections for the full years 1955 
and 1956, as prepared by the Department of Commerce, is set forth 
in the appendix hereto as Exhibit B. 


Reference to this table demonstrates that in its calculations of 
supply the Department of Commerce estimates capacity operation of 
the domestic industry of 1,500,000 tons in 1955 and an increase in 
domestic output in the year 1956 to 1,600,000 tons. The Department’s 
figures further include estimated imports from Canada of 225,000 tons 
in 1955 and 283,000 tons in 1956. Evidence of record indicates that this 
increased supply will still be inadequate. 


The continuing need for imported crude aluminum is well illus- 
trated by the recent action of the Director of Defense Mobilization 
in reducing the amount of aluminum to be acquired for the national 
stockpile. At least three separate such actions have been taken in 
the year 1955, one in March, another in June, and the latest in Sep- 
tember. The announcement of the action in March, 1955, includes 


a letter from the Director of Defense Mobilization to the Secretary 
of Commerce reading as follows: 


‘‘Dear Mr. Secretary: 


Your letter of March 11 forwarded an analysis of the current 
aluminum market and stated that the supply of aluminum ingot, 
both primary and secondary, was insufficient to meet the im- 
mediate demands of the industrial economy. As a result there 
has developed serious industrial dislocation and threatened un- 
employment. You have requested that the Office of Defense Mo- 
bilization give serious consideration to a reduction of the sched- 
uled acquisitions of aluminum for the National stockpile so as 
to make more metal immediately available for the civilian 
economy. 
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After very careful consideration of the issues presented and 
following consultation with the Defense Mobilization Board, I 
am ordering a reduction of 150 million pounds in the Government’s 
purchases of aluminum for the stockpile under its contracts with 
the three primary producers during the first six months of the 
current calendar year.’’ 


In the release announcing the deferral of stockpile acquisition in 
June, 1955, the following statement is made: 


‘*The decision to defer stockpile calls for the third quarter 
was made by Mr. Fleming following discussion in the Defense 
Mobilization Board of recommendations contained in a report sub- 
mitted on June 3 by Secretary of Commerce Sinclair Weeks. The 
Commerce report stated that after recent discussions with all 
segments of the aluminum industry, it was found that the shortage 
of aluminum supply is still extremely serious and further steps 
had to be taken to alleviate the shortage in order to avoid further 
industrial dislocations.’’ 


In the statement announcing further deferral of stockpile deliv- 
eries issued under date of September 13, 1955 the following statement 
is made: . 


‘*The balance of scheduled deliveries to the national stockpile 
totaling 75,000 tons is being deferred until a later date. This 
tonnage is being made available for industrial use in this country 
to alleviate a serious shortage of aluminum. It is in addition to 
the 350,060 million pounds which similarly have been made avail- 
able thus far this year to avoid industrial dislocations in the 
United States.”’ 


POINT Il 


The domestic industry has grown and prospered greatly 
under successively lower tariff duty with further rapid growth 
and increased profits indicated. 


1954, like the year 1953, was a year of new records for the United 
States aluminum industry. New monthly and quarterly records were 
set in primary production of the metal and the year’s total of 1,460,565 
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short tons exceeded by 16.7% the previous record set in 1953. The 
situation in the industry is well illustrated by the following statement 
describing the operations of the Kaiser Aluminum & Chemical Cor- 
poration: 


‘*The present market is the largest in history. * * * Our ship- 
ments in ali products are at record levels and, assuming stockpile 
acquisitions at the present rate, shipments of primary pig, ingot 
and billet to non-integrated users will amount to more than 210 
million pounds this year. During 1955 Kaiser will deliver more 
primary metal to non-integrated users and the national stockpile 
combined than we produced in all of our reduction facilities in 
1951.’’ (Statement D. A. Rhoades, vice president, Kaiser Aluminum 
& Chemical Corp., Select Sub-Committee House Small Business 
Committee, hearings on aluminum shortage—May 25, 1955.) 


The 1954 annual report of the Aluminum Company of America 
states in part at page 3: 


‘*The outlook for the company, and for the aluminum industry in 
general, is most encouraging. Demand for aluminum and its 
products is strong. Important new markets are developing, and 
established uses are requiring increased amounts of metal. Long- 
range potentials are also highly promising.’’ 


The high level of operations and growth of the domestic industry 


is reflected directly in the following Table No. 1, showing production 
of primary aluminum in the United States for the years 1930-1954, 
inclusive, and the first six months of 1955. The table shows also the 
rate of tariff duty in effect and the annual increase in eutput. 
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TABLE NO. 1 


PROOUCTION OF PRIMARY ALUMINUM 
IN THE UNITED STATES 


1930-1955 (6 Mos.) 








Production, —Annual Increase— 

Year Rate of Duty Short Tons Short Tons Per Cent 
1930 4¢ per Ib. 114,518 532 5 
1931 knee oe 88,772 25,746* 22.5* 
1932 athe ical 52,444 36,328* 40.9* 
1933 Pale, a 42,562 9,881* 18.8* 
1934 7 37,088 5,474* 12.9* 
1935 PEt Fi 59,647 22,559 60.8 
1936 ap ea 112,464 52,817 88.5 
1937 ort hts ee 146,340 33,876 30.1 
1938 aoe om, ie 143,441 2,899* 2.0* 
1939 te ie 163,545 20,104 14.0 
1940 Th eels 206,280 42,735 26.1 
1941 atte 309,067 102,787 49.8 
1942 Sry ayy 521,106 212,039 68.6 
1943 oe ee 920,179 399,073 76.6 
1944 ae: ne a 776,446 143,733* 15.6* 
1945 ait: ae 495,060 281 ,386* 36.2* 
1946 set sie 409,630 85,430* 17.3* 
1947 re bavea ty 571,750 162,120 39.6 
1948 ae noe 623,456 51,706 9.0 
1949 igi 1 603,462 19,994* 8.2* 
1950 oe ae 718,622 115,160 19.1 
1951 lw4¢e“ “ 836,881 118,259 16.5 
1952 tay ae 937,330 100,449 12.0 

* 1953 parasite i 1,252,013 314,683 33.6 
1954 eee a 1,460,565 208,552 16.7 
1955 (6 mos.) ee 759,867 


* Decrease 
Source: U. S. Bureau of Mines. 





578 ALUMINUM INDUSTRY 


The greatly expanded production of primary aluminum by domestic 
producers has resulted in large profits and in marked strengthening 
of the financial position of each of the domestic producers. The Kaiser 
Aluminum & Chemical Corporation in its annual report covering the 
fiscal year 1954-1955 reports that net earnings were the highest achieved 
by the corporation, more than double the net earnings for the pre- 
vious year. The increase in earnings, the report states: 


‘** * * is a result of bringing the facilities constructed under 
the expansion program begun in 1951 up to full productive capacity, 
together with strong demand for aluminum products during recent 
months.”’ 


The report states further: 


‘*This is a time of new records of achievement * * *. Com- 
mercial sales and demand for aluminum are very strong and 
also most encouraging for the future. The Corporation, during the 
last year has reached new highs of production, larger sales volume 
and higher earnings. It not only has reaped benefits of three past 
years of expansion, but has gone forward with further growth 
and integration of key facilities.’’ 


The report goes on to state (p. 6): 


‘*The Corporation’s net earnings for the year ended May 31, 
1955, were more than double those for the previous year, setting 
a new high of $28,565,377. Sales rose to a new record exceeding 
$268,000,000, an increase of 18.3 per cent over the previous year. 
Working capital increased during the year from $48,000,000 to 
$73,000,000. The annual rate of cash dividends on the common 
stock was increased 73 per cent. 

In each successive quarter of the 1954-1955 fiscal year, sales 
and net earnings were increased substantially. The steady rise 
in commercial sales throughout 1954 developed into a sharp upturn 
this year and, despite the fact that expansions made possible all- 
time highs of aluminum production and shipments, demand ex- 
ceeded the supply of several forms of aluminum.’’ 


The foregoing covered operations of the Kaiser Company for the 
fiscal year ending May 31, 1955. For the quarter ending August 31, 





Net Sales ...... 


end of period .... 


®) Kaiser’s 
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1955, the remarkable progress of this company continued. Thus sales 
rose from $61,419,000 in the comparable quarter of 1954 to a new high 
for that period of $77,451,000. Net profit before taxes increased from 
$10,811,000 to $18,192,000. 


The Aluminum Company of America in its annual report cover- 
ing the calendar year 1954, reports that the company’s production of 
primary aluminum in 1954 was about 665,000 tons which is nearly 9% 
greater than the 1953 production. The report states that this increase 
was possible because of placing in operation new smelting facilities 
during the year, and that even greater total production was prevented 
by drought conditions in the Southeast which curtailed the supply of 
hydro-electric power in that region. For the first six months of 1955, 
operating revenues are reported to have reached a new six-month peak, 
up 20% from year-earlier levels. Margins were considerably wider 
and charges for depletion and normal and accelerated depreciation 
were up only 14%, creating an 83% gain in pretax profits. The ad- 
vance in net income is reported at 87%. The company is reported to 
have under way an expansion program which includes a 91,000 ton 
increase in ingot capacity and larger sheet and foil facilities. 


Reynolds Metals Company in its 1954 annual report issued Feb- 
ruary, 1955, reports that production, sales, profits and employment 
were all at highest levels in the company’s history. It produced 802 
million pounds of primary aluminum in 1954 as compared with 665 
million pounds in 1953, and further reported that many new industrial 
uses for aluminum forecast continued growth of the industry. 


As further evidence of the tremendous growth and strong financial 
position of the domestic industry, there is set forth hereafter a com- 
parison of net sales and earned surplus of Alcoa, Reynolds and Kaiser 
for the years 1949 and 1950, the last full fiscal periods preceding 
negotiations which resulted in the present rate of duty, and 1954: 
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ALCOA KAISER REYNOLDS 


1950 1954 1949-50a) 1954-5) 1949 


1954 


. $347,108,386 $713,004,925» $76,246,111 $268,133,162 $131,864,684 $306,778,822 
Earned Surplus at 


222,668,820 343,413,091 38,448,611 61,422,232 35,151,805 
fiscal year ends May 3ist. 


>») Gross revenues instead of net sales. 


76,899,221 
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The unparalleled growth and prosperity of the domestic aluminum 
industry has taken place during a period of time when the tariff duty 
on the product in crude form has been progressively lowered from 
4 cents to 1% cents per pound. (See Table No. 1 ante.) The greatest 
growth and profits of the industry have occurred under the present 
rate of 14% cents per pound, affording compelling evidence that the 
further limited reduction now possible in such rate would have no in- 
jurious effect on the present or future operations of that industry. 
This conclusion is amply fortified by the fact that imports principally 
from Canada supplement and do not displace any portion of the 
domestie supply. 


POINT Ill 


Imports principally from Canada supplement inadequate 
domestic production and represent an important source of supply 
for primary producers as well as non-integrated users. 


The United States produces slightly less than one-half of the 
world’s total production of primary aluminum. Canada is the next 
largest producer. Together the two countries account for 60 to 70% 
of the world’s total. The output of other producing areas in the world 
is largely consumed in the country of production or areas adjacent 
thereto. Normally, only small quantities of the prdduct are shipped to 
the United States from any source other than Canada. See Table 
No. 2. This historic experience would be expected to continue. 


The United States, as stated earlier, has been a net importer of 
aluminum for most of the time that that metal has been a product of 
commerce and Canada has been the principal supplier. Imports of 
aluminum metal and alloys in crude form from Canada and from all 
sources for the period of 1940 to and including the first six months of 
1955 are set forth in the following Table No. 2. 























ALUMINUM INDUSTRY 581 


TABLE NO. 2 


IMPORTS OF ALUMINUM AND ALLOYS IN CRUDE FORM 
1940 to 1955 (Six Months) 














CANADA Tora 
Year Short Tons Value Short Tons Value 
1940.... 10,053 $ 3,961,080 17,435 $ 4,628,601 
1941.... 12,801 3,327,087 12,830 3,333,642 
( 82)? 
Wes ece 106,257 33,289,889 106,257 33,289,903 
(100,609) * (31,309,153) 
lowe... 135,503 41,170,328 135,505 41,170,788 
(124,645)? (37,231,628) 
1944.... 100,315 29,736,189 100,315 29,736,189 
(100,163)? (29,690,291) 
1945.. 332,436 96,931,509 332,437 96,932,769 
(330,483)? (96,385,253) 
1946.... 41,431 9,977,087 41,487 9,986,327 
1947.... 15,306 3,674,937 15,579 3,723,514 
1948.... 77,391 18,958,620 83,164 21,332,336 
1949.... 71,031 18,750,932 77,329 21,569,460 
1950.... 155,334 40,862,983 176,778 48,366,733 
Eph. ks 105,575 33,012,462 122,404 41,395,428 
RR... « 115,829 37,439,544 128,233 43,504,881 
oS 224,017 82,202,982 300,928 115,761,297 
(10,286) (3,749,381)? (57,197)? (25,039,141)? 
1954... as 196,283 74,564,406 215,250 83,450,536 
(19,958)? (7,305,885) * (37,467)? (15,283,860)? 
6 Mos. (1955) 95,371 38,895,778 99,994 41,161,107 
(1,104)? (461,262)? (2,859)? (1,176,226)? 


1 Note: Figures shown in parentheses indicate quantity imported free of duty for 
Government use. 


Source: U. S. Dept. of Commerce, converted from Ibs. to short tons at 2,000 Ibs. per 
short ton, 
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Table No. 2 sharply points up the importance of Canada as a 
source of supply of primary aluminum to the United States. 


The fact that imports supplement and do not displace domestic 
production is established by the fact that the domestic producers 
have found it necessary to purchase primary aluminum from Canada 
to fill their requirements and that contracts for a continuance of such 
supplemental supply are still in effect, some of which call for deliv- 
eries up to the end of the year 1958. 


Purchases of imported Canadian primary aluminum by these 
domestic producers account for a large part of total imports from 
Canada in recent vears. Such purchases were not a matter of price, 
as primary aluminum imported from Canada was sold at the same 
price as the primary metal produced and sold by Alcoa, Kaiser and 
Reynolds. The said such purchases and the existing contracts were 
the result solely and only of the inability of these domestic producers 
to make enough primary aluminum to meet their own requirements. 


Aluminium Limited Sales Ine. in its sales to the markets of the 
United States, sells primary aluminum directly to producers as a 
supplementary supply and also to non-integrated users. Sales to the 
latter group are made on a direct basis for the concern’s own further 
processing and resale, or on the basis of diversion to one of the 
domestic producers for preliminary fabrication into intermediate 


products. 


The distribution of sales of imported primary aluminum by Alu- 
minium Limited Sales Inc. to United States producers and non-in- 
tegrated users for the period 1946 to 1954, and an estimate of such 
sales fort the year 1955, is set forth in the following Table No. 3. 
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TABLE NO. 3 


DISTRIBUTION OF SALES OF PRIMARY ALUMINUM BY 
ALUMINIUM LTD. SALES, INC. TO UNITED STATES 
PRODUCERS AND NON-INTEGRATED 
USERS, 1946-1955 (6 mos.) 


To Non 
To Integrated 
Producers Users Total 
Year Short Tons Short Tons Short Tons 
BEES tavern no 28,059 1,390 29,449 
BE suknetives 11,811 428 12,239 
SO Pe ee 60,000 19,797 79,797 
aches’ ches 62,465 9,721 72,186 
= 127,356 32,300 159,656 
a 54,081 56,338 110,419 
a 37,614 75,342 112,956 
SE 0s x Shani 105,300 124,500 229,800 
E. cxncaes 87,900 116,825 204,725 
1955 (6 mos.) 57717 59,940 117,657 


Source: Sales records, Aluminium Ltd. Sales, Ine. 


Totals include aluminum from all sources but exclude shipments 
to the United States Government. 


The foregoing Table No. 3 reflects the recurring shortages of 


primary aluminum in the markets of the United States. 


It reflects 


also the recent contractual arrangements entered into with producers 
in this country. 


In May, 1953, Aluminium Limited Sales Ine. entered into agree- 
ments for the sale to Aluminum Company of America and Kaiser 
Aluminum & Chemical Corporation aggregating 786,000 tons of alumi- 
num, to be delivered during the years 1953-1958, inclusive. 


In 1953 to meet the then-expected needs of independent fabricators 
in the United States, Aluminium Limited Sales Ine. prior to the signing 
of the contracts with Alcoa and Kaiser, reserved up to 110,000 tons 

70669 O—56—pt. 2——-9 
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per year for each of the years 1953 through 1959. The forward demand 
for the product, however, has been so great that Aluminium, Limited 
Sales Inc. expects to ship in excess of this figure prior to 1959 and has 
already committed itself for greater amounts beginning in 1959. 


The ability of Aluminium Limited Sales, Inc. to meet the insistent 
and increasing demands in the United States for additional quantities 
of primary aluminum from Canada depends upon the extent the in- 
dustry in Canada may be able to increase its production, or, consistent 
with its world market commitments, ship a larger portion thereof to 
the United States. The fact, however, that three domestic producers 
have found it necessary in the face of capacity operations and large 
expansion plans to enter into long range commitments for primary 
aluminum imported from Canada, together with the reliance of many 
non-integrated users upon the imported Canadian product to maintain 
their operations, is compelling evidence that there is no need for the 
existing duty and the extent to which it may be removed or reduced 
will aid and encourage this necessary commerce. 


POINT IV 


Canada, the principal import supplier has also greatly ex- 
panded its facilities, but the amount of primary aluminum avail- 
able for the United States market has remained insufficient to 
meet the present and foreseeable demand. 


The aluminum industry in Canada, along with the industry in the 
United States has been undergoing a period of expansion. This pro- 
gram, begun in 1951, included additional power and greater smelter 
facilities at the plants of the Aluminum Company of Canada, Ltd., in 
the Saguenay district of Quebee. Completed in 1952-1953, this added 
71,500 tons of annual aluminum capacity, raising the total to 547,000 
tons in Quebec. 


The initial stage of the expansion program in British Columbia, 
the vast power smelter-complex at Kitimat, was brought into operation 
in the summer of 1954. The present installed capacity of primary 
aluminum is 91,500 tons with an ultimate planned capacity of 550,000 
tons. New construction now under way is scheduled at 240,000 tons 
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and 90,000 tons of this will be in operation by the end of 1956. The 
Canadian aluminum industry supplies a number of world markets in 
addition to its shipments to the United States and has a definite obliga- 
tion to continue to supply its historical and established customers else- 
where. The relationship of shipments to the United States as compared 
with world wide distribution of primary aluminum production in 
Canada in the years 1949 through the first six months of the year 
1955, is set forth in the following table No. 4. 


TABLE NO. 4 


SHIPMENTS OF PRIMARY ALUMINUM PRODUCED IN CANADA 
TO UNITED STATES & OTHER MARKETS 


1949-1955 (6 Mos.) 


(short tons) 






































1955 
1949 1950 1951 1952 1953 1954 (6 Mos.) 
United States ....... 73,700 162,250 103,100 114,500 237,000 192,560 101,937 
United Kingdom ..... 161,500 146,300 199,750 257,750 184,600 221,800 118,490 
Camedia, s.nsiseteinae <0 3 57,900 66,000 86350 88550 90,200 80,000 42,645 
All Others .......... 53,000 41,600 53,800 39,150 37,900 60,840 29,922 
TOME ce cxpsp rarer sen 346,100 416,150 443,000 499,950 549,700 555,200 292,994 
(in percentage) 
United States ....... 21.3 38.9 23.3 22.9 43.1 34.7 34.8 
United Kingdom ..... 46.7 35.2 45.1 51.6 33.6 39.9 40.4 
rere errr 16.7 15.9 19.5 17.7 16.4 14.4 14.6 
All Otthers.a:2 >). 0. 15.3 10.0 12.1 78 6.9 11.0 10.2 


—— —_———— —_—__—_—— —— —— — — - 
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The foregoing Table No. 4 demonstrates the increasing extent to 
which the United States has called upon Canada to supplement its 
inadequate supply of primary aluminum. In 1954, a little more than 
one-third of the total Canadian production was shipped to the United 
States. The great growth of aluminum demand, however, has occurred 
elsewhere in the world also with the result that the demand for the 
product in crude form is on the inerease throughout the world. Part 
of the expanded output in Canada will be required by these other 
markets. 


This potential increase in Canadian shipments to the United States, 
however, even when added to the tremendous expansion program of the 
domestic industry, will fall short of meeting requirements of the United 
States market if existing trade forecasts of the growth of the alumi- 
num demand in the United States are borne out in whole or substan- 
tial part. 


POINT V 


Maximum reduction in duty to 144¢ per lb. now possible 
under existing limited powers would not threaten domestic pro- 
duction needed for projected national defense requirements. 


The Trade Agreements Extension Act as amended provides that 
no action shall be taken pursuant to the Trade Agreements statute to 
decrease the duty on any article if the President finds that such reduc- 
tion would threaten domestic production needed for projected national 
defense requirements. That this provision is no bar to the maximum 
reduction in duty possible on aluminum in crude form is established 
by facts of record. 


On September 22, 1955 the Office of Defense Mobilization an- 
nounced that the primary aluminum expansion goal which called for 
an annual capacity of 1,746,000 tons by 1955 was closed because capacity 
in place, under construction, and planned, would reach a total of 1,780,- 
000 tons exceeding the objective of the expansion goal by 32,000 tons. 
The Director of Defense Mobilization stated in this connection: 


‘** * * Anticipated total capacity, which does not include tentative 
plans by other companies, appears sufficient to meet current stock- 
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pile and Defense Programs as well as to the needs of the military, 
military supporting facilities, and the essential civilian economy 
in the event of a defense emergency.”’ 


In making this statement the Director, Arthur 8S. Flemming went 
on to point out that the shortage of supply in the industry resulted 
from increased demands for civilian purposes. In closing, the state- 
ment of the Office of Defense Mobilization reads: 


‘‘Mr. Flemming noted that the present tight aluminum supply 
stems almost entirely from unprecedented civilian demand oceas- 
sioned by new uses for the metal and the high level of civilian in- 
dustrial activity. The problem of meeting civilian demand, he said, 
obviously is the responsibility of private enterprise.’’ 


The maintenance and encouragement of continued and increasing 
supplies of primary aluminum from Canada are necessary to meet, in 
part, the problem of this civilian demand. 


Reduction of the duty on aluminum in crude form would not, there- 
fore, threaten national defense requirements and needed imports of 
aluminum from Canada are highly desirable as a part of national 
defense requirements as well as civilian needs. 


Attention is redirected to the fact that during World War IT large 
quantities of aluminum in crude form were imported from Canada by 
the United States Government as an emergency measure, free of duty, 
to meet necessary requirements here. 


The Office of Defense Mobilization also takes imports from Canada 
into consideration in its caleulation of supplies of aluminum in erude 
form available to meet the total requirement of the United States in 
mobilization demand. Thus, in announcing discontinuance of the 
so-called ‘‘third-round’’ aluminum expansion program on August 19, 
1954, the Office of Defense Mobilization stated, in part: 


**Review of the total requirements of the economy indicated, 
ODM official said, that with capacity domestic production, expected 
imports from Canada, secondary production from scrap, and metal 
in the stockpile there would be sufficient aluminum available to 
take care of all-out mobilization requirements for a number of years 
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of war. This period would provide ample time to develop addi- 
tional primary facilities should they be needed.’’ (Italics added) 


The Bureau of Mines has also stated in a publication entitled 
‘*Material Survey—Bauxite’’: 


‘‘The aluminum industry of the United States and Canada 


is regarded as a single unit from an emergency standpoint.’’ 
(Idem, R. A. 5) 


POINT VI 


Complete removal of existing duty or maximum reduction 
to 1!4¢ per pound now possible under existing limited powers is 
in public and national interest. 


The Trade Agreements Extension Act, as amended, permits a 
reduction up to 15% to be made effective over a three-year period. A 
reduction of 15% from the existing rate of 1144¢ per pound on alu- 
minum and alloys in crude form would result in a duty of $.01275 
per pound. This would be an unusual and difficult fractional rate to 
apply from an administrative standpoint. Every reason seems to 
exist for invoking the further provision of the law, therefore, that to 
simplify the computation of the amount of duty, the rate be, in effect, 
rounded out. This may be accomplished within the limitations of 
Section 350 by fixing a new reduced rate of 114¢ per lb. This would 
bring a new rate into conformance with the fractional rates commonly 
and normally used in the Tariff Act. 


Aluminum in crude form is in critical short supply. 


The domestic industry has expanded tremendously, but is still 
unable to meet existing and foreseeable needs. 


Imports principally from Canada have, over the years, supple- 
mented the supply and assisted in maintenance of operations by the 
domestic primary producers and non-integrated users. 


Encouragement of imports would assist and would not threaten 
the national security. 
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The domestic industry has greatly increased sales and profits 
under reduced tariff duties. 


Present and foreseeable facts warrant complete removal of duty 
and maximum reduction now possible should therefore be made. 


For all the foregoing reasons it is respectfully requested that the 
existing tariff duty of 114¢ per pound on aluminum and alloys in crude 
form, covered by Paragraph 374, Tariff Act of 1930, as amended, be 
reduced to 114¢ per pound. 


Respectfully submitted, 


Autuminium Limitep Satss, Inc., 
630 Fifth Avenue, 
New York 20, New York. 


By: Warp Van Atstyne, President 


October 14, 1955. 


Stare or New York j_ | 
County or New York Sss.: 
Ciry or New York 


I, Warp Van Atstyne, being duly sworn, depose and say that I 
am President of Aluminium Limited Sales, Inc., and am authorized by 
said company to sign the foregoing memorandum on its behalf. 

The facts therein stated are true to the best of my knowledge, 
information and belief. 


eevee ere ee ee eee e ee eeeeseeseeeeeee 


President 


Sworn to before me this 
14th day of October, 1955. 


eee eee eee eee eee eee eee ere eree 
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APPENDIX 
EXHIBIT A 


U. S. CONSUMPTION OF ALUMINUM, ALL FORMS 1900-1954" 
AND AVERAGE GROWTH TREND 


THOUSANDS OF SHORT TONS 


Sa 9 AVERAGE RATE OF GROWTH 
1900 -1954 11.6% PER YEAR 
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NOTES: Aluminum Supply 1950-1956 and Demand 1950—Second Quarter 1955. 


1 Data for past periods are as estimated by the Bureau of Mines from reports of scrap 
consumed by consumers of scrap; these reports do not apparently include most of 
the imported scrap and so scrap imports have been included in the table at 90 
percent of the amounts reported by the Bureau of the Census. Total domestic 
recovery as reported by Bureau of Mines for 1954 and January-May 1955 are based 
on preliminary incomplete reports, and the figures in the table have been calculated 
by increasing the Bureau of Mines figures to allow for missing reports. 





New scrap recovery for the last half of 1955 and the year 1956 represents ingot 
equivalent of scrap expected to be available, both for domestic use and exports, and 
is estimated on the basis of expectation of an annual average 20% of recovery from 
shipments of mill shapes and castings, assuming 6 months between such shipments 
and scrap recovery. 


2Stockpile shipments are not included. The difference between “total sources of 
supply” and “total shipments to consumers” may be accounted for by a number of 
factors in addition to stockpile shipments, e.g. increase in inventories, metal losses 
in melting and fabrication, inclusion in secondary recovery of some “run-around” 
scrap in the system, etc. On the other hand, secondary recovery may be entered 
at too low a figure for some years because of incomplete coverage; minor amounts 
of imports of mill products are included in shipments but not in sources of supply; 
and in some years inventories declined. 


8 Some military shipments in 1954 and the First Half 1955 were probably not reported 
as such but appear as civilian shipments. 


#Some imports classified by the Bureau of the Census as scrap have here been 
classified as primary metal. 


5 Estimated; it is assumed that reactivated units at Badin and Massena will suspend 
operations in late 1955, that Anaconda will begin capacity production in January 
1956, and that three new lines at Rockdale and Pt. Comfort will begin operations 
in early 1956. 


U. S. Department of Commerce 

Business and Defense Services Administration 
Aluminum and Magnesium Division 

August 19, 1955 














BrFORE THE 
UNITED STATES TARIFF COMMISSION 


AND 


COMMITTEE FOR RECIPROCITY INFORMATION 


In THE MATTER 


of Aluminum and 
Aluminum Alloys, 
in crude form, 
Paragraph 374, 
Trape AGREEMENTS Acr or 1934, as amended} Tariff Act of 1930 
and extended. 


Proposep NEGOTIATIONS 
UNDER THE 





SUPPLEMENTAL MEMORANDUM OF ALUMINIUM LIMITED 
SALES, INC... NEW YORK, NEW YORK, IN SUPPORT OF 
MAXIMUM POSSIBLE REDUCTION IN EXISTING TARIFF DUTY 


593 





ALUMINUM INDUSTRY 


BEFORE THE 


UNITED STATES TARIFF COMMISSION 
AND 
COMMITTEE FOR RECIPROCITY INFORMATION 


In THE MATTER 


of Aluminum and 
Aluminum Alloys, 
in crude form, 
Paragraph 374, 
Trape AGREEMENTS Act or 1934, as amended} Tariff Act of 1930 
and extended. 


Proposep NEGOTIATIONS 
UNDER THE 


SUPPLEMENTAL MEMORANDUM OF ALUMINIUM LIMITED 
SALES, INC., NEW YORK, NEW YORK, IN SUPPORT OF 
MAXIMUM POSSIBLE REDUCTION IN EXISTING TARIFF DUTY 


Aluminium Limited Sales, Inc., the United States distributor of 
aluminum produced by the Afaminum Company of Canada Ltd. 
(Alean) has filed a memorandum, including detailed statistical and 
factual data, in support of its request for the maximum reduction in 
the present tariff duty on aluminum in crude form. 


Opposition to such request has been registered by certain domestic 
producers based upon allegations 


1—that there exists an equilibrium in the relationship of supply 
and demand for primary aluminum which a further reduction 
in duty might upset; 


2—that reliance on Canada as the principal import supplier is 
uncertain and unstable because Alean’s first concern is its other 
export markets and it ships to the United States only when 
such markets have been satisfied ; 


3—that reduction in duty would discourage further expansion of 
the domestic industry and hence, impair the national security; 
and finally, 
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4—that a reduction in duty would not increase import supplies 
or lower the price, but would benefit only Aluminium Ltd. 
in Canada and its American stockholders. 


Significantly, so far as known, no one has asserted that the reduc- 
tion in tariff duty on aluminum in erude form under the present law 
would result in serious injury or threat of serious injury to the opera- 
tions of the American primary aluminum industry. 


The allegations thus far advanced, as above outlined, have no basis 
in fact or logic. Each is briefly discussed hereinafter. 


The distinction between primary aluminum and products fabri- 
cated from primary aluminum is, of course, clear. While the do- 
mestic manufacturers of primary aluminum also produce and manu- 
facture aluminum in many and diverse forms, the two products, pri- 
mary and fabricated, represent totally different and distinct problems. 
The only relevance of the fabricated aluminum industry to the ques- 
tion of the tariff duty on primary aluminum lies in the importance to 
fabricators of encouraging a maintainance and increase of the supply 
of the crude material, primary aluminum. 


Allegation That There Exists An Equilibrium In 

The Relationship Of Supply And Demand For 

Primary Aluminum Which A Further Reduction In 
Duty Might Upset 


Just what is meant by ‘‘equilibrium’’ in this sense is not known. 
The fact is that there are many non-integrated users which are, as 
evidenced by their statements filed in this proceeding, unable to get 
all the metal they require. This imbalance of supply of the primary 
product has not been alleviated by the great expansion of primary 
production in the United States. Along with such expansion has 
proceeded, at the same time, a commensurate, if not greater, increase 
in the production facilities for manufacture of the myriad fabricated 
products made from aluminum. 


Each of the domestic producers of primary aluminum is, itself, a 
fabricator and such overall fabricating facilities exceed the entire 
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capacity for production of the primary product. As one result, two 
of the largest domestic producers who have carried forward large 
expansion programs in both primary and fabricated products have 
found it necessary to supplement their own inadequate output of pri- 
mary by imports. Non-integrated users of primary aluminum, i.e., 
manufacturers who fabricate aluminum products but do not produce 
primary aluminum, have found it increasingly difficult to obtain nec- 
essary supplies of the primary product. Imports from Canada helped 
to meet this need. Had it not been for such imports, the important 
and rapidly growing independent aluminum fabricating industry would 
have been and would continue to be seriously handicapped. 


Fabricating operations require many times the man-power re- 
quired in the production of aluminum in crude form. One of the do- 
mestic manufacturers in a statement filed herein has estimated total 
employment in the aluminum industry, including fabricating, at hun- 
dreds of thousands of workers. The best estimate available of the 


workers employed in the production of aluminum in crude form is 
under 15,000. 


Opposition to any reduction in tariff ignores not only the present 
needs of the domestic non-integrated industry, but equally important, 
ignores encouragement to development of new uses and new concerns 
which can only be effected by a more ample supply of aluminum in 
crude form. Domestic producers of aluminum in crude form, being 
fully integrated, are interested primarily in supplying their own fab- 
ricating mills. Such producers have not been, and cannot in the future, 


be a non-competitive source of supply to the independent non-inte- 
grated industry. 


Statements from within and without the aluminum industry indi- 
cate that the consumption of aluminum will continue to expand. To 
the extent that a reduction in duty will encourage an increase in im- 
ports, the constantly growing operating needs of the domestic fabricat- 
ing industry will be aided and safeguarded. 
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Allegation That Reliance On Canada As the Princi- 
pal Import Supplier Is Uncertain And Unstable 
Because Alcan’s First Concern Is Its Other Export 
Markets And It Ships To The United States Only 
When Such Markets Have Been Satisfied 


This basis of objection to a reduction in duty is completely un- 
true. Data has already been filed establishing that among the princi- 
pal markets for primary aluminum produced in Canada, the United 
States has received the largest increase in shipments since 1949. Such 
data also establish that in 1955 sales of primary aluminum from Can- 
ada to the United States will be almost three times the quantity sold 
in 1949. Utilization of additional capacity created in Canada as a 
result of world-wide insistent demand will make possible a further 
increase in shipments to the United States in the year 1956 and 
thereafter. 


Sales of Canadian aluminum in the United States are primarily 
made up of long-term commitments, some of which run beyond 1960. 
In addition to contracts with three of the four domestic producers 
running through 1958, the company established in 1953 a firm com- 
mitment to supply not less than 110,000 tons a year to United States 
non-integrated users. The ‘amount so reserved for non-integrated 
users was greater than the amount that had ever previously been 
sold to them by the company. 


Alean has other established markets overseas, all of which are 
receiving only a portion of their requirements under present condi- 
tions. These markets, except the United Kingdom, are receiving a 
smaller percentage of the total supply of Canadian production as com- 
pared to 1949. In 1939 the United Kingdom granted loans to Alcan 
in return for which the company agreed to give-first call on a limited 
portion of its annual production. 


Publie statements by Alean have repeatedly emphasized the im- 
portance of the United States among its markets. In 1956, present 
commitments call for shipment to the United States of not less than 
290,000 tons, which will make the United States the largest single 
market for Canadian aluminum. 
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Allegation That Reduction In Duty Would Dis- 
courage Further Expansion Of The Domestic 
Industry And Hence, Impair The National Security 


The national security interests of the United States are completely 
safeguarded at present, as established by the recent announcement 
of the Office of Defense Mobilization that its defense goal for primary 
aluminum capacity has been reached. Protection of future national 
security interests seems equally assured by the continuing expansion 
of the domestic industry. 


It has been stated that there has been a ‘‘ten times’’ expansion 
in the production of aluminum in the United States in recent years. 
It has also been pointed out that this expansion took place during a 
period when the rate of duty on primary aluminum was being pro- 
gressively reduced from 4¢ per pound to 114¢ per pound. That great 
expansion continues. 


In November, 1955, in announcing new all-time record operations 
and profits for the first 9 months of 1955, the Reynolds Company also 
announced that it had started construction on an 11 million dollar 
expansion program at its Alabama primary aluminum plant slated 
to boost annual production by 40 million pounds. The project, part 
of a recently announced company-wide 230 million dollar capital im- 
provement program, is scheduled for completion by July or August, 
1956. 


The Aluminum Company of America reports for the first 9 months 
of 1955 new record operations and net profits. That company has 
under way an expansion program which includes a 91,000 ton increase 
in ingot capacity and in sheet and foil facilities. 


In reporting the result of operations for the first nine months of 
1955, Mr. Henry J. Kaiser, Chairman of the Kaiser Aluminum & 
Chemical Corp., is quoted as informing the company stockholders that 
all key facilities were ‘‘running at or above rated capacity and based 
on the strong aluminum market, there is every indication that the 
high rate of production will continue for the foreseeable months 
ahead.’’ Mr. Kaiser is further quoted as reporting that all schedules 
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for the 90 million dollar expansion at the company’s new sheet and 
foil fabricating mill (capacity 166,000 tons) under construction in 
West Virginia had been moved up more than a year ahead of the 
original time table, and were expected to be in operation by early 1957. 
The Kaiser Company also has announced plans for addition of 90,000 
tons capacity to its smelter facilities. 


On Wednesday, November 9th, the Olin Mathieson Chemical Corp. 
announced that it was proceeding with plans to build an aluminum 
plant in Ohio. The press reports that the company’s plans call for 
facilities to produce 60,000 tons of primary. aluminum a year—that 
the facilities will consist of a reduction mill, alumina plants and rolling 
mill, and that output will be used mainly to supply the company with 
its sheet aluminum needs. 


It is clear from the foregoing that expansion in the primary 
aluminum production in the United States is continuing unabated. It 
is equally clear that a large part if not substantially all, of the in- 
creased quantities of primary aluminum resuiting therefrom may be 
required in the producer’s own fabricating operations. 


Capacity for production of primary aluminum has expanded 
greatly during the recent period of progressive tariff lowering and 
further great expansion far in excess of present officially established 
security needs is underway. It seems idle to suggest that the tre- 
mendous forward progress of this dynamic industry will be interfered 
with to any degree by further reduction or indeed, complete removal, 
of the present duty. Past history and all available indications are 
to the contrary. Reduction in duties will encourage imports and thus 
aid further growth and progress of the domestic industry. 


Allegation That A Reduction In Duty Would Not 

Increase Import Supplies Or Lower The Price, But 

Would Benefit Only Aluminium Ltd. In Canada 
And Its American Stockholders 


Over the years, encouraged by reductions in United States tariff 
duty, shipments of primary aluminum from Canada have constantly 
increased. In 1954, Alcan shipped to the United States more than 
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one-third of its total shipments of primary aluminum to all sources 
including that consumed in Canada. In 1956, estimated shipments 
to the United States will reach an all-time high. This is so, despite 
the fact that in many world markets primary aluminum sells at higher 
prices than in the United States. Canadian aluminum does not cater 
to more profitable markets at the expense of the United States—in 
fact, to the contrary. 


Aluminium Limited Sales, Inc., in its efforts to develop a market 
in the United States, has sought at all times to distribute its product 
with the maximum possible benefit to consumers. It is true that 
Canadian primary aluminum has usually followed the price established 
by the domestic producers. Aluminum in crude form is a standard 
product in the trade. It finds a common use regardless of source. Like 
many other products, therefore, it seems but natural that it should 
sell at the same price regardless of source. 


Allegation has been made that costs of production in Canada 
are considerably lower than corresponding costs in the United States. 
It is true that hydro-electric power is available in greater quantities 
and at less competition with other industrial users in Canada than 
in the United States. No figures are available, however, of current 
costs of production in the United States. The argument that there 
may be some advantage in favor of Canadian production appears 
completely irrelevant to the question at hand when it is recognized 
that the domestic producers have continuously expanded and pros- 
pered during a period of continuous tariff reduction. 


It has been further alleged that the only result of a reduction 
in duty on aluminum in erude form would be loss of revenue to the 
United States Treasury. This seems hardly a proper subject for 
individual manufacturers or industries to discuss or decide. It is 
suggested, however, that instead of a net reduction in revenue result- 
ing, the reverse may well oceur through an increase in the volume 
of such imports. Whether or not that be true, however, it is certainly 
pertinent that aluminum is important to the economy of Canada and 
that the dollars gained from sale of aluminum to the United States 
form an important source of United States dollar currency to Canada. 
To the extent, therefore, that an increase in imports may be encour- 
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aged by reduction of duty, the existing latge unfavorable trade bal- 
ance between the United States and Canada may be reduced or nar- 
rowed and the Canadian market for products of the United States be 
expanded. 


Furthermore, to the extent that the supply of aluminum in crude 
form in the United States is increased through imports, the operations 
of the domestic fabricators will be expanded, thus enlarging the econ- 
omy and the opportunity for increased tax revenue. If, as has been 
alleged, the only gain resulting from reduction in duty, which is de- 
nied, would be to enrich the American stockholders of Aluminium 
Ltd., it cannot be denied that increased income to these stockholders 
would increase the amount of money available in the United States 
for payment of taxes and for purchase of other commodities. 


The conclusion seems inescapable that even the limited possible 
present reduction in duty on aluminum in crude form would directly 
serve the underlying purpose of the trade agreements statute to ex- 
pand markets for products of the United States by regulating admis- 
sion of foreign goods into the United States in accordance with the 
characteristics and needs of various branches of American production. 


No substantial reason exists against the maximum possible limited 
reduction in existing tariff duty on aluminum. Every reason exists 
in favor of that action. 


Respectfully submitted, 


Atuminium Limirep Sass, Inc., 
630 Fifth Avenue, 
New York 20, New York. 


By: Warp Van Atstyne, President. 
November 16, 1955. 








602 ALUMINUM INDUSTRY 


State or New York 
County or New York $ss.: 
Crry or New York 


I, Warp Van Atstynez, being duly sworn, depose and say that I 
am President of Aluminium Limited Sales, Inc., and am authorized 
by said company to sign the foregoing memorandum on its behalf. 


The facts therein stated are true to the best of my knowledge, 
information and belief. 


President 


Sworn to before me this 
day of November, 1955. 


oeeeereereeeeeeeeeeeeeeeeeesee 
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(2) STATEMENT OF ALUMINUM COMPANY OF AMERICA TO THE COMMITTEE FOR 
Reciprocity INFORMATION, OcToBER 24, 1955 


In Re Notice of Intention of the United States of America To Participate in Trade 
Agreement Negotiations With Foreign Governments Which Are Parties to the 
General Agreement on Tariffs and Trade, as to Tariff Concessions by the United 
States of America Affecting Products Covered by the Tariff Act of 1930, as 
Amended, Paragraphs 316 (a), 339, 374, 382 (a), 390 and 397 


The above captioned sections of the Tariff Act of 1930, as amended, cover 
crude aluminum and a variety of aluminum products substantially identical 
with the products manufactured by Aluminum Company of America (herinafter, 
Alcoa). Alcoa respectfully submits that none of the captioned existing tariff 
duties, restrictions or other controls should be modified at this time. 

Maintenance of the present tariff structure on crude aluminum and aluminum 
products is believed desirable for several reasons: 

(1) A strong and financially sound domestic aluminum industry is vital 
to the national defense and the Nation’s economy; 

(2) The constant entry of aluminum into new markets should be protected 
until those markets have been built up by domestic manufacturers; and 

(3) No foreign producer or manufacturer should be enriched at the ex- 
pense of the United States Treasury or the United States consumer. 


The distinction between primary and fabricated aluminum 


For purposes of this statement, primary aluminum is aluminum in pig or ingot 
form, or ‘‘crude’’ aluminum as specified in paragraph 374 of the act. Aluminum 
fabricated products are all other products covered by the captioned tariff regula- 
tions. 


The tariff on fabricated products 


Primary aluminum’s value to the national economy arises from the thousands 
of products fabricated from it. Fabricated products are, therefore, the backbone 
of the industry. While there are four domestic smelters of primary aluminum, 
there are hundreds of other manufacturers of aluminum products whose markets 
are subject to foreign competition. 

We shall not burden this committee with statistics on wage rates, manufactur- 
ing costs and production in other countries that are parties to the General Agree- 
ment on Tariffs and Trade. It is beyond controversy that most other countries 
with an aluminum industry of any size are capable of producing and fabricating 
aluminum at substantially lower costs than are possible in this country. “Labor 
rates alone compel such a conclusion. The fact that very substantial imports of 
primary aluminum and aluminum fabrications reach this country, despite present 
tariff levies and freight costs, further corroborates this observation. 

The tariff on fabricated products is vital not only to the integrated domestic 
companies but to the host of smaller firms producing aluminum products. 

Sheet and plate—Aluminum sheet and plate in various specifications constitute 
the largest portion of aluminum fabrication. Both are directly essential to the 
national defense for myriad military uses. It is important enough that the 
United States Government still offers incentives for the construction of sheet- 
producing facilities. Rapid amortization for tax purposes of 75 percent of a 
substantial portion of the cost of a new sheet mill being built in West Virginia has 
been authorized recently by the Office of Defense Mobilization. In addition, 
the United States Government has purchased recently various sheet and plate 
facilities which have been leased to domestic firms for purposes of national defense 
operation. To have the advantage of operating experience, the Government 
encourages use of the facilities on civilian orders. A sudden upsurge in sheet or 
plate imports could have the effect of slowing the rate of use of these strategically 
important facilities. In this connection, extensive use of newer equipment is 
necessary to train personnel and determine capabilities for emergency production. 

Domestic investors have risked millions of dollars in developing and promoting 
new uses for aluminum sheet. Some recent uses include outside aluminum skins 
for buildings, welded lightweight tubing and piping, packaging and many others. 
Until new markets for these products have been fully established, foreign competi- 
tion could easily stunt or stifle development. Large and vital expenditures for 
research and development logically would have to be curtailed if domestic markets 
were to be captured to any significant extent by imports. 

Extrusions.—The story on aluminum extrusions is strikingly similar to that of 
sheet, except that the extrusion market may be more vulnerable to foreign com- 
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petition. Capital required to enter the extrusion business is relatively small. As 
a result, the domestic extrusion industry has grown at an astounding rate of speed. 
Today there are about 110 extruders of aluminum compared with 6 in 1942. The 
smallness of most of these firms suggests that tariff protection will be necessary 
for some years to come. 

Extruded aluminum constantly enters new markets because of the intricate 
and precise shapes possible and protection is certainly needed until the new 
markets are thoroughly established and development costs recovered. 

The Department of Defense relies heavily on aluminum extrusions for aircraft 
assembly and other uses. To assure modern productive facilities for extrusions, 
the Government has purchased and leased to domestic extruders expensive extru- 
sion presses. To promote better technical knowledge of larger and heavier extru- 
sions, the Government has encouraged civilian, as well as military, production on 
the presses it has purchased and leased. Since some of the largest extrusion 
presses in use in this country are of foreign make and design, the inference is 
clear that foreign competition could readily dry up what civilian market there is 
for the production of the larger presses. 

Forgings.— Most applications, tonnagewise, for aluminum forgings are in the 
military field, and while foreign forgings could be cheaper, the supply of imports 
could easily dry up in case of emergency. There is a question as to whether 
foreseeable civilian business in forgings is sufficient to justify the heavy capital 
costs of forging facilities, particularly if there is danger of foreign competition. 
Yet, since forgings are vital to aircraft production and other defense uses, such 
facilities must be ready for emergency production. In this example, also, the 
Government has invested in forging facilities and encourages civilian production 
= ~ resultant technological knowledge and to help defray the expense of such 
acilities. 

As research is able to develop civilian uses, such as automotive wheels, those 
markets for forgings should be protected until well established. 

Other fabrications.—A review of each category of aluminum products would 
show a situation with many of the elements contained in the examples of sheet 
and plate, extrusions and forgings cited above. 

Because (a) the aluminum industry is vital to defense; (b) aluminum continues 
its historical pattern of invading new markets; and (c) foreign fabricators com- 
monly sell at substantially below the domestic price, the present tariff structure 
should be left alone. 


Primary aluminum 

Alcoa is the largest domestic purchaser of imported primary aluminum. If 
Alcoa believed that a reduction in the tariff on aluminum pig and ingot would 
benefit the Nation’s aluminum consumers, no question would be raised to a tariff 
reduction. Past experience, however, does not show that there would be any 
benefit from such a move. The Government would simply lose the revenue it 
now realizes in imports since imported primary aluminum is sold at the prevailing 
market price in this country. From this the presumption is strong that foreign 
producers are able to compete despite the 1.5-cent-per-pound tariff and freight 
costs. 

There seems to be no relationship between the duty on aluminum and the trend 
of imports, as shown in the following table: 









































Primary aluminum imports and tariffs 
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Note that figures for the first 6 months of 1955 indicate annual imports of only 
about one-half the 1954 figure and around one-third of the 1953 figure. The 
reason for this situation lies in the world market picture. Foreign producers are 
selling in the world markets when that market is strong; and in this country when, 
and to the extent that foreign markets cannot absorb their output. Domestic 
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firms, therefore, have an unstable foreign supply. In short, this trend makes it 
appear that the United States market for foreign aluminum is one of convenience. 

he metal will be shipped here and disposed of only when the world market 
justifies that action. 

Presently’ the foreign market is so strong that at least one other nation, feeling 
an aluminum pinch, has successfully appealed to the United States Department of 
State for additional supplies from the United States and some such relief has been 
arranged. 

The implication of the preceding table clearly raises the question in the minds 
of domestic producers whether the United States is to be a dumping ground for 
international aluminum if the world market suffers a setback. 

After due consideration of the foregoing, with the full knowledge that world 
trade is essential to world peace, Alcoa repsectfully submits that the present 
situation requires a continuation of the current level of tariffs on aluminum and 
aluminum products. 

Respectfully submitted. 

ALUMINUM COMPANY OF AMERICA, 
By D. Witmort, Vice President. 


COMMONWEALTH OF PENNSYLVANIA, 
County of Allegheny, ss: 


On this 24th day of October 1955, before me, the undersigned authority, a 
notary public in and for the commonwealth and county aforesaid, personally 
appeared D. Wilmot, who, being by me first duly sworn according to law, did 
depose and say that the averments of fact set forth in the foregoing statement are 
true to the best of the knowledge and belief of the affiant. ae 

. WILmor. 


Sworn to and subscribed before me the day and year first above written. 


Fiorence L. Ross, 
Notary Public. 
My commission expires February 2, 1957. 


(3) STATEMENT oF KaIseER ALUMINUM & CHEMICAL CorpP., OcToBER 17, 1955 
BEFORE THE COMMITTEE FOR REcIPROCITY INFORMATION 
Paragraph 374, Aluminum Pig and Ingot and Other Aluminum Products 
SUMMARY 


1. The present 1% cent tariff on aluminum pig and ingot and on aluminum 
products is the irreducible minimum necessary to offset the superior cost advan- 
tages of foreign production over domestic production. This 144 cent differential 
has produced a desirable equilibrium under which United States imports of 
aluminum are running at maximum levels and both the domestic and foreign 
aluminum industries continue to expand. This equilibrium should not be dis- 
turbed by a further tariff reduction. 

2. A further reduction would not increase the trade of other countries with the 
United States, and therefore would not increase the domestic supply of aluminum. 

3. A further reduction would not lower the domestic price of aluminum. 

4. A further reduction may discourage private capital from financing addi- 
tional expansion of the United States industry. 

5. A further reduction would serve only as a cash subsidy to Aluminium, Ltd., 
the Canadian company which now accounts for practically all United States 
aluminum imports. Since this company is largely American-owned, the result 
would be to subsidize the American stockholders of one aluminum producer at 
the expense of the stockholders of the other American producers and all American 
taxpayers. 
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(1) The present 1\%-cent tariff is the irreducible minimum necessary to offset the 
superior cost advantages of foreign production over domestic production. This 
1%-cent differential has produced a desirable equilibrium under which United 
States imports of aluminum are running at maximum levels and both the domestic 
and foreign aluminum industries continue to expand. This equilibrium should 
not be disturbed by a further tariff reduction 

Under the Tariff Act of 1930 the rate on aluminum pig and ingot was 4 cents 
per pound. 

Under a trade agreement with Canada in 1939, the rate was reduced to 3 cents 
per pound. 

Under the General Agreement on Tariffs and Trade, effective in 1948, the 
rate was reduced to 2 cents per pound. 

Under a trade agreement with Canada in 1951, the rate was reduced to 1% 
cents per pound. 

The principal foreign source of aluminum pig and ingot for the United States 
market is Canada. Canada accounts for approximately 90 percent of this coun- 
try’s aluminum imports of pig and ingot. The cost of producing aluminum in 
Canada has been, and will probably continue to be, lower than the cost of produc- 
tion in the United States. In 1952 the President’s Materials Policy Commission 
concluded that the Canadian cost advantage was probably in the range of 3 to 
4 cents per pound.' For future expansion, the Canadian cost advantage will 
probably be even greater, because there is relatively little competing demand 
for Canada’s ample resources of hydroelectric power as compared to the competing 
demands for power in the United States. 

As the result of the reductions in the aluminum tariff to date, Canadian pro- 
duction sold in the United States market already has a considerable cost advantage 
over United States production. Nevertheless, because of the widespread demand 
for aluminum in the United States and throughout the world, both the United 
States industry and the Canadian industry have been able to expand their pro- 
ductive facilities rapidly under the 1% cents tariff. The Canadian industry is 
now shipping aluminum pig and ingot to the United States at a rate exceeding 
400 million pounds per year, over 4 times the rate in 1951. Over the same period, 
the Canadian company has increased its capacity by more than 50 percent. For 
this purpose, it has raised hundreds of millions of dollars of private capital. 

At the same time, the American industry has been able to expand its own 
facilities to a comparable degree, and has been operating at maximum levels. 

It thus appears that since the 1%-cent rate became effective in 1951 both the 
foreign aluminum industry and the domestic aluminum industry have been 
healthy. Both the foreign and domestic industries are able to expand and 
obtain capital for that purpose. Foreign shipments of aluminum to the United 
States have risen to record levels. As shown in greater detail below, the present 
1}%-cent tariff is not limiting the rate of foreign shipments to the United States. 
An equilibrium between the foreign and domestic industries has been achieved 
in a way that fully serves all of the purposes of the reciprocal trade program, and 
at the same time permits a healthy domestic industry to flourish. 

Since this desirable condition has been achieved, nothing should be done that 
might upset the present equilibrium. Because of the decisive cost advantage 
which Canadian production enjoys over United States production, a further reduc- 
tion of the aluminum tariff might seriously discourage further expansion of the 
United States industry, without producing any comparable benefit in the field of 
trade between the United States and other countries. The present 1'4-cent tariff 
should be regarded as the irreducible minimum necessary to maintain a healthy 
equilibrium under which both the domestic and foreign aluminum industries can 
continue their present rate of expansion. 

In fact, the present 1%-cent tariff may itself have given too great an advantage 
to the Canadian industry under any conditions except the present conditions of 
maximum aluminum demand in excess of the worldwide capacity to produce. A 
future shift in the supply-demand relationship may make it necsssary to increase 
the present 1%-cent tariff to preserve a healthy domestic aluminum industry. 
But in any event, nothing should be done to lower the tariff further at this time. 


(2) A further reduction would not increase the trade of other countries with the 
United States, and therefore would not increase the domestic supply of aluminum 


As shown above, Canada is the source of virtually all United States aluminum 
imports. Canada’s production costs are lower than those of the United States. 
The present 1% cent duty is too low in relation to the market price to serve as any 


! Resources for Freedom, vol. II, p. 71. 
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kind of barrier to the entry of foreign aluminum. The present duty is now 6.7 
percent of the market price of 224% cents per pound. In 1945, the duty of 3 cents 
per pound was 21.5 percent of the market price of 14 cents per pound. 

It is clear that a further reduction in tariff will not induce Canada to increase 
its shipments of aluminum to the United States. The Canadian producer, 
Aluminium, Ltd., is operating at maximum levels, as are the United States pro- 
ducers. At the present time the United States demand for aluminum is at peak 
levels and the United States is importing all the prime aluminum that foreign 
sources are able to ship. 

The best proof that the present duty has no effect on the level of imports may 
be seen in the wide variations in annual United States imports of aluminum before 
and after the present tariff level was fixed in 1951. Since 1950 the level of im- 
ports has varied as follows: ? 


[In tons] 
Canadian 
Worldwide only 
rd 5 trast Rl ee te Ss cb iba sé st Ve edbee heh «cbc nba qe dbieddis 176, 778 160, 801 
itt 6 Lik ch bk) sn teins dn be Sec edbthen bbb kt bREaae tino petthiplbed a Shi 122, 422 105, 479 
ee la cli ete tasietins thecal intial dicart ict aati eins in olen teteieaa teas ea hla neater 128, 233 116, 507 
ER Ted SUERTE SE on at cence ata becghqurbairm SOgmiheun opie ea abe an ae 300, 928 233, 468 
250 198, 480 


In 1950, the tariff was 2 cents per pound. In 1951 and 1952, despite a 25 percent 
drop in the tariff to 14% cents per pound, United States aluminum imports fell 
off sharply. In 1953, though the tariff remained constant, imports increased by 
over 100 percent. In 1954, with no change in tariff, imports fell off more than 
25 percent. In 1955, the rate of imports has again increased. 

It thus appears that the annual rate of imports varies in response to worldwide 
market conditions, and that when conditions favor additional shipments to the 
United States, the present 1% cent tariff is no obstacle to such additional shipments. 


(3) A further reduction would not lower the domestic price of aluminum 


Aluminium, Ltd., accounts for approximately 90 percent of all United States 
aluminum imports. It is the stated policy of this company to sell aluminum 
at the prevailing market price in the United States. Aluminium, Ltd., has 
entered into long-term contracts with a number of United States buyers, 
specifically providing that if the United States duty on aluminum increases and 
neither party is willing to bear the increase, the contract may be canceled. Under 
these contracts, if the tariff on aluminum is reduced, the price to the United States 
buyer remains the same and Aluminium, Ltd., pockets the difference. 

Aluminium’s intention to continue this policy was recently confirmed by its 
own board chairman, Mr. Nathaniel Davis, president of Aluminium, Ltd., in 
testimony before a congressional committee. (House Select Committee to 
Conduct a Study and Investigation of the Problems of Small Business, Subcom- 
mittee No. 3, May 19, 1955; Tr. p. 366.) 


(4) A further reduction may discourage private capital from financing additional 
expansion of the United States industry 

Aluminum is a strategic material essential to the national defense and welfare. 
World War II and the Korean struggle demonstrated that our dependence on 
foreign aluminum should be redu to the absolute minimum, both because 
foreign production is more vulnerable to attack and because we have no control 
over the manner in which foreign production is allocated. Thus, in World War II, 
the German submarine campaign against bauxite ships in the Caribbean and in 
the Atlantic seriously threatened the availability of Canadian aluminum, which 
depends on transporting bauxite over a much longer and more exposed sea lane 
than is true for American production and during the Korean emergency, when our 
ook demands for aluminum rose sharply, our imports from Canada actually 
fell off from pre-Korea levels, because it was necessary for Canada to meet pressing 
demands from other countries. 

Experience has thus shown that the interests of national defense are best served 
by a vigorous self-sufficient domestic aluminum industry capable of supplying the 
bulk of our aluminum requirements. This need was officially recognized in the 


2 The ot are taken from official statistics published by the U. S. Bureau of Mines and the Dominion 
Bureau of Statistics. F 
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President’s Materials Policy Commission Report of June, 1952 (Resources for 
Freedom, vol. II, p. 65), which stated: 

“But if the United States should become increasingly dependent on primary 
producing capacity outside its borders, serious problems of wartime security will 
arise.”’ 

Major costs of aluminum production are electric power, labor, and transporta- 
tion. Generally speaking, foreign aluminum sites permit lower costs for these 
major elements than American sites. The 1%-cent duty tends to offset these 
advantages at least in part, and under this duty a substantial expansion of alumi- 
num capacity has occurred within the United States, as well as abroad. Further 
reductions in the duty, however, may upset this equilibrium and cause even 
United States producers to concentrate their future expansion abroad. As the 
President’s Materials Policy Commission has noted above, foreign sites would be 
extremely vulnerable in time of war. They require long ocean lines for raw mate- 
rials or for the finished product. As an example, aluminum or bauxite for the new 
Canadian plant at Kitimat must be shipped by sea from the Caribbean area to 
British Colombia, and in time of war would be open to submarine attack through- 
out its journey. 

Furthernore, it so happens that the next phase of domestic aluminum expansion, 
if not prevented by a further tariff reduction, would probably occur in the coal- 
mining areas of the Ohio Valley. Because of the increasing costs of hydroelectric 
power and natural gas, coal-powered aluminum reduction sites adjacent to coal 
mines are beginning to appear economic as compared to additional hydroelectric- 
powered or gas-powered plants. The coal-mining areas of the Ohio Valley are in 
a depressed condition and have a substantial labor surplus. A further domestic 
expansion of the aluminum industry in this region would thus have special advan- 
tages for the overall health of the national economy. 





VURAL ore 





(5) A further reduction would serve only as a cash subsidy to Aluminium, Litd., the 
Canadian company which now accounts for practically all United States alu- 
minum imports. Since this company is largely American-owned, the result 
would be to subsidize the American stockholders of one aluminum producer at 
the expense of the stockholders of the other American producers and all American 
taxpayers 

As shown above, Aluminium, Ltd., has publicly announced that if the tariff on 
aluminum is reduced, its price on sales to United States customers will remain 
the same. The amount of the tariff reduction will be lost to the United States 
Treasury. The company’s shipments to the United States in 1955 are running 
at the rate of over £400 million per year. A 5 percent reduction in the present 
tariff (a reduction of 0.075 cent per pound) will cost the United States Treasury 
$300,000 per year. 

This will be nothing less than a $300,000 a year subsidy to the Canadian com- 
pany. The company’s earnings and net worth are of the highest levels in its 
history. Its economic strength and ability to raise capital are equal to those of 
any American aluminum company. It needs no subsidy. 

Furthermore, since 75 percent of the Canadian company is owned by United 
States investors, the subsidy would really benefit one group of United States 
aluminum investors at the expense of all other United States aluminum investors, 
the United States Treasury, and all American taxpayers. 

Finally, as shown above, the subsidy would accomplish no useful purpose. It 
would not increase the trade of other countries with the United States in aluminum. 
It would not increase the domestic supply. It would not lower the domestic 
price of aluminum. It would not accomplish any of the objectives of the Trade 
Agreements Act. It would simply provide a cash windfall for the American and 
other investors in the Canadian company, and would tend to discourage all 
a investors from financing a further expansion of the domestic aluminum 
industry. 

Kaiser ALtuminum & CHemicat Corp., 
Cuapv F. Catnoun, Vice President. 
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(4) SraTeMENT oF REYNOLDS METALS CoMPANY, PROTESTING ANY FURTHER 
REDUCTION OF THE ImporT DuTIES ON PRIMARY ALUMINUM AND ITS Propwucts 


Before the United States Tariff Commission 
Before the Committee for Reciprocity Information 


STATEMENT 
Re: 


Schedule 3. 


Paragraph 374. Aluminum, and alloys (except those provided for in para- 
graph 302, Tariff Act of 1930) in which aluminum is the component material 
of chief value, in crude form (not including aluminum scrap), or in coils, 
plates, sheets, bars, rods, circles, disks, blanks, strips, rectangles, or 


squares. 
Paragraph 382 (a). Aluminum foil less than 6/1000 of one inch in thickness; 
aluminum bronze powder and powdered foil. 
Paragraph 397. In so far as it relates to aluminum. 

Reynolds Metals Company protests any further reduction of the import 
duties on primary aluminum and its products. 

American industry and the American public rely much more on primary 
aluminum and its products than ever before. More than ten times as much alumi- 
num is being used now as before World War IJ. This remarkable growth of 
aluminum’s importance makes it most essential to evaluate anew the possible 
effect of lower duties on the national economy. 


1. THE GOVERNMENT'S INTEREST IN AN EXPANDING DOMESTIC ALUMINUM 
INDUSTRY 


As a result of concessions made by the United States at the Torquay conference 
of the General Agreement on Tariffs & Trade, the import duties on primary 
and fabricated aluminum were further reduced. Since then, as a result of the 
Korean War crisis in the middle of 1950, the United States Government requested 
the primary producers to expand the aluminum industry in the U. 8S. from 
725,000 tons to the 1,533,000 tons of capacity now in full operation. This increase 
in capacity of 114% required an investment of more than a billion dollars in 
private funds. 

This unprecedented expansion of the aluminum industry was made at the 
urgent request of the Government for defense purposes. Although actual 
military consumption is relatively low at present, the national security still 
requires the industry’s full capacity in the event of mobilization. Aluminum 
today is also recognized as an important basic metal, directly employing hundreds 
of thousands of employees. The investment of those engaged in the production 
and fabrication of aluminum is estimated to run well over three billion dollars. 

As a result of the Government’s request in the Fall of 1950, that more aluminum 
capacity should be provided for defense, the then three primary producers, in 
order to finance that part of the Government’s program allotted to them were 
compelled to borrow the enormous sum of more than three-quarters of a billion 
dollars. In view of the foregoing, it is not only appropriate, but necessary that 
a new appraisal be made of the present aluminum situation. 

Little or no aluminum is being imported into the U. S. today in the form of pig 
or ingot except from Canada. A very substantial quantity is coming in from that 
country, however, where pig and ingot are produced at the lowest cost in the 
Western Hemisphere, if not in the world—both power and labor costs in the pro- 
duction of aluminum in Canada as well as taxes heing far less than those in the 
U. 8. The Canadians are not stockpiling any aluminum for their own defense 
needs nor for the defense of North America. All the aluminum that is stockpiled 
for the defense of Canada, the U. S., the rest of North America and, in fact, all 
of the Western Hemisphere, is at the expense of the U. 8S. Government and comes 
entirely from U. S. producers. 


2. CHANGE IN IMPORT DUTY WOULD BE PREMATURE AT THIS TIME 


The duties on primary and fabricated aluminum have been drastically reduced 
from the rates prescribed in the Tariff Act of 1930 as follows: 


From To 
Pramaty alummum........-....-......-. 4¢ 1%¢ 
Semi-fabricated aluminum_-_-____________-_- 7¢ 3¢ 
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Until the U. S. producers and fabricators can adjust themselves to a normal 
condition where the Government is not requiring enormous quantities of aluminum 
for defense and/or stockpile purposes and the law of supply and demand is again 
normally — throughout the world, neither they nor the Government will 
know whether the duties should be increased or reduced. 

Conceivably as a result of the conferences now taking place between the major 
powers looking toward some understanding in the furtherance of peace, the need 
for aluminum for defense or stockpile purposes might be either substantially re- 
duced or substantially increased; hence, it would seem that this is not the time 
to experiment with tariff reductions on aluminum either in primary or semi- 
fabricated form. 

Following the last reduction in the import duties on aluminum, the U. S. pro- 
ducers in 1954 had difficulty in marketing all their production, requiring them to 
ask the Government to purchase more of their aluminum for the stockpile than 
had been scheduled for that purpose by the Government. Accordingly, it would 
seem to be improvident at the forthcoming Geneva conference of GATT to make 
any reduction in the import duties on aluminum. There should be some experi- 
ence with present duties under normal market conditions before any determination 
is made as to whether import duties should be reduced or increased. 

Significantly, the same Congress that this year extended the Reciprocal Trade 
Act, declined to act favorably on any of a number of bills introduced to lower the 
import duty on aluminum by suspension thereof. Indeed, such bills were not 
even reported out from the Committee. 

There is no appreciable or comparable exportation of U. 8. produced primary 
aluminum into Canada such as there is from Canada into the U. 8. under the 
existing reduced duties; hence, a reduction in the import duty on aluminum which 
now comes in principally from Canada, would have only the immediate effect of 
reducing the Treasury’s income from import duties with no corresponding increase 
in importations, or any other compensating advantage. 


3. LOWER DUTY MEANS A NET LOSS TO THE AMERICAN ECONOMY 


A lower duty will benefit only one group: the foreign producers. The United 
States Government over a period of years would lose millions of dollars in custom 
revenues. None of these lost revenues would be reflected in a lower price to the 
domestic purchasers of the foreign aluminum. Repeatedly, with each reduction 
in the duty, the foreign producers have pocketed the savings. They have sold 
their aluminum in the United States at the prevailing prices charged by the 
domestic producers or at higher prices. 

The aluminum industry is a growth industry; still creating new and larger 
markets; still planning further expansion to guarantee American industry ade- 
quate supplies for these new and larger uses. Insofar as imports do increase, 
they will be at the expense of domestic production, at the expense of wages which 
would be paid to American production workers, at the expense of their spendings 
in American stores, and at the expense of taxes which American producing com- 
panies would be paying to the Federal Government. 


4. A LOWER DUTY JEOPARDIZES THE ALUMINUM SUPPLY OF AMERICAN INDUSTRY 


As explained earlier, the ten-fold growth of aluminum markets was overwhelm- 
ingly the result of a corresponding increase in capacity and production by the 
domestic producers. The extraordinarily heavy capital investment required for 
new facilities, about $1500 per ton, five times as much as is needed per ton of 
steel capacity, makes capacity expansion dependent on the industry’s ability to 
attract large amounts of new capital. The relatively low base price adds to the 
difficulty of getting the capital necessary for such capacity. A lower duty could 
have a dampening effect on investment capital, making it that much more diffi- 
cult to finance the new capacity needed to increase the nation’s regular aluminum 
supply. 

There is real danger that a lower duty might discourage expansion. without 
assuring the United States market of equivalent supplies, at the same price, 
from abroad. During recent years, it has been demonstrated over and over 
again that foreign aluminum will come here only after the higher priced overseas 
markets have been saturated. The United States is the ‘‘second fiddle” market 
of foreign producers— unless American industry is willing to offer much higher 
prices than it pays for domestically produced aluminum. 

The experience of recent years is clear-cut evidence that domestic capacity 
expansion is the only assured source of added supplies. A lower duty can only 
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serve to hamper such expansion and thereby jeopardize the future domestic 
aluminum supply of American industry. 


5. THE DANGER OF INCREASED DEPENDENCE ON FOREIGN SOURCES 


A lower duty has one objective: to encourage greater use of foreign aluminum 
in this country. That means a deliberate policy of increasing our dependence on 
foreign sources of aluminum and discouraging self-sufficiency in this basic metal. 

To seek dependence on any foreign source for an essential material is to invite 
trouble for the consuming industries using that material. There is a lesson in 
this country’s experience with other key materials as to which there is heavy 
dependence on foreign countries. 

he supply and price conditions in the copper, nickel and newsprint markets 
should be ample warning that we should never be more dependent than we have 
to be on any foreign source, no matter how friendly that country may be. Copper 
and nickel are in much tighter supply than is aluminum despite the fact that 
copper is duty-free and the duty on nickel is less than 2%. A very low duty or 
even no duty at all, therefore, is no cure-all for tight supply conditions. 

Another serious disadvantage of dependence on foreign supplies is the impact 
on prices. While foreign producers are trying to attract consumers away from 
domestic sources to dependence on foreign sources, the low labor rates and other 
low production costs are often cited to imply that imports would bring prices 
down. That has not happened in the case of copper even though Chilean, 
Canadian and African copper miners get lower wages than American miners. 
Here is what actually happens, pricewise, when there is dependence on overseas 
sources: 


Prices of Heavily Imported Commodities 


1939 1955 
i ee ae 11.07¢ per lb. 43.0¢ per Ib. 
ee es on ive eee 35.00¢ per Ib. 64.5¢ per Ib. 
ER esi waw ahead xn pte main $50.00 per ton $126 per ton 
In contrast, primary aluminum prices have risen as follows: 

cont fin tist ta orerdayes ules were debg di mcehe ep o5 12.5 

I 0a was wineries Sheet Neila ee ai lanmaeinic aah cate 288.4 

Git aciteheein conn bck acnsts siinhetiertinma cen ack 84.2 

On nae ais 152.0% 


A major difference between aluminum and these other commodities is the fact 
that American industry has not become dependent on foreign sources for a large 
share of its requirements. 


CONCLUSION 


For the foregoing reasons, Reynolds Metals Company protests any further 
reduction of the import duties on primary aluminum and its products. 
Respectfully submitted. 
JosepH H. McConneE tu, 
New York, New York, 
Witson W. Wyatt, 
Louisville, Ky., 
MAXwELL CaSskKIE, 
Washington, D. C., 
FLETCHER P. PLUMLEY 
Washington, D. C. 
Counsel for Reynolds Metals Company. 


A fiidavit 


The affiant, Maxwell Caskie, states that he is Assistant Vice President of the 
Reynolds Metals Company and that the facts set forth in the foregoing statement 
are true to the best of his knowledge and belief. 

MAXWELL CASKIE. 
District oF CoLuMBIA, 8s: 

Subscribed and sworn to before me, a Notary Public in and for the District of 
Columbia, by Maxwell Caskie, who is personally known to me, this 17th day of 
October, 1955. My commission expires August 14, 1958. 


WIn1FRED M. Ina, 
Notary Public, District of Columbia. [sEat] 
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Section IV. Staff paper, Aluminum and Federal Power Policy, July 6, 
1948, submitted to the National Security Resources Board by the 
Department of the Interior in connection with recommendations 
for a Government-sponsored aluminum expansion program 


ALUMINUM AND FEDERAL Power Pouicy 
Draft Report, July 6, 1948 
Prepared by 8S. Moment for Staff Use in the Department of the Interior 
SUMMARY 


1. This report recommends adoption of a power program by the private utilities: 
aluminum companies, and the Federal Government to permit expansion of the 
aluminum industry, primarily for national security. The Federal portion of this 
program should be sufficiently flexible to provide power for expansion of other 
strategic materials as soon as such needs for national security are known. The 
costs of the Federal investment would be recovered from the sale of power. 

2. The private utilities and the aluminum industry itself should contribute 
as much power as they can that will meet the conditions of suitable price and 
little drain on the supply of scarce fuels. But is it apparent that Federal hydro 
should have considerable responsibility. The recent power survey made by the 
National Security Resources Board showed that expansion plans of all utility 
systems for the period 1948-51 will not take care of the aluminum needs. 

3. There is a severe shortage of aluminum in 1948 because of the lack of suitable 
power. This shortage will increase and probably last for at least a decade unless 
the power problem is solved soon. 

4. Other metals also have been short, but the deficiency in aluminum capacity 
is relatively more drastic and harmful. It injures the national security because 
primary capacity is now only half of the World War II peak. It is restricting 
the total productive capacity of the country in ways not yet appreciated and is 
contributing to shortages of steel, fuel oil, and other materials. At the same 
time the Government has no stockpile of the metal and cannot build one rapidly 
without hurting the civilian economy. 

5. The Federal Government already sells power for 70 percent of the primary 
aluminum capacity through the TVA and the Department of the Interior. Fur- 
ther Federal action to provide power for expansion would not be a new policy. 
In the case of other materials important to national security, notably pretroleum 
and synthetic rubber, the Federal-Government also has acted because private 
industry unaided could not adquately protect the national interest. 

6. Wartime demands for aluminum to build the air force advanced the metal 
from a minor position to second place behind steel in cubic volume produced. 
Postwar demands have kept the metal in that position, even though half of the 
war-built capacity was made idle, lacking power. Aluminum is expected to 
achieve second place in weight produced between 1960 and 1970 provided the 
power is available. Many of the new and extended uses are so economical that 
they car continue after competing materials again become abundant. 

7. Aluminum promises contributions to industrial progress that may eventually 
save as much as 10 or 15 billion dollars annually in all economic activities of the 
country. The actual annual savings will be far greater than the costs of expanding 
the aluminum industry and building the necessary power facilities. In the event 
of national emergency, such economies would add materially to our industrial 


strength. 

8. Today, primary aluminum capacity operating in this country is 625,000 short 
tons as compared with 1,175,000 tons in 1943. By 1950 it will increase but 
slightly to 700,000 tons if present plans are fulfilled. Beyond that amount, no 
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further expansion is now scheduled and very little appears to be possible until new 
power supplies are provided. 

9. The aluminum shortage for peacetime needs exclusively is estimated by 
Alcoa at 275,000 tons in 1948, and at 375,000 tons by 1952. his would require 
550,000 kilowatts of new power capacity now, and 750,000 kilowatts by 1952. 
By 1953 the new 70 group Air Force and related Navy Air Force will require annu- 
allv about 100,000 additional tons of primary aluminum. 

10. By 1960, peacetime markets for primary aluminum are estimated at 
between 1,700,000 and 2,700,000 tons. Based on World War II experience and 
current standards of the Munitions Board, the national security requires a capacity 
of between 1,600,000 and 2,500,000 tons and a stockpile of aluminum of the same 
magnitude. 

11. For national security, the estimated deficiency in capacity by 1952 will be 
between 900,000 and 1,800,000 tons. This will require between 1,800,000 and 
3,600,000 kilowatts of new power capacity. If this shortage is not met, the 
deficiency for peacetime requirements by 1960 may be between 1 and 2 million 
tons. This would require between 2 and 4 million kilowatts of new power capac- 
ity. If the aluminum industry can build up to serve peacetime markets, it will 
at the same time, and at its own expense, provide much of the capacity needed for 
security, thereby relieving the Government of corresponding costs in the event 
of emergency. 

12. There now appear only three practical ways to obtain the power for 
expansion. First, Canadian power can be used to some extent by importing more 
Canadian metal. However, the possible volume of additional imports is limited 
sharply by the Canadian power supply. Large imports can be obtained only by 
fostering power expansion in Canada. It appears inadvisable to rely substantially 
upon Canada because (a) Canadian aluminum would not be as dependable or 
subject to United States control in the event of emergency, (b) the price to United 
States industry would probably be higher, at least by the amount of the tariff, and, 
(c) power can be expanded in the United States as readily as in Canada. 

13. The second solution is to have the aluminum industry itself provide the 
power alone or in conjunction with private utilities. This should be done to the 
fullest extent that power can be obtained at a suitable price and with little drain 
on searce fuels. Although such power would be more expensive than the most 
economical Federal hydro, it could be located closer to aluminum markets and 
be offset in some cases by economies in transportation costs. However, such 
power would largely use gas or oil which are already in short supply. The ultimate 
investment required would be very large compared with the financial resources 
of the aluminum industry. The private utilities could share some of the invest- 
ment burden but this would not be too attractive to them because the rates that 
the aluminum industry can afford to pay would yield a lesser return on utility 
investment than the rates paid by other power users. Unless the utilities change 
their attitude, this method can be expected to make only a modest contribution 
to the problem. 

14. The third and most economical solution is to build a number of Federal 
dams to provide the balance of the needed power. This method would economize 
on scarce fuels and the investment would be self-liquidating. The dams would be 
in addition to those now under construction because these are needed to meet 
other power shortages, especially for customers preferred under Federal law. 
This power program should be flexible enough to cover needs of other strategic 
materials and atomic developments as these become known. 

15. It will take at least 5 or 6 years to plan and complete the necessary dams. 
By that time, according to the President’s Air Policy Commission, other nations 
will have the atomic bomb and this country must then have sufficient air power 
and industrial power to survive if engaged in war. Therefore, in the interest of 
national security as well as the peacetime economy as a whole, this power program 
should be launched in the very near future. 

16. It is recommended that the Federal agencies concerned with this problem 
review it in conjunction with representatives of the private utilities and the 
aluminum industry. They should determine the extent to which dependence 
can be placed upon Canada and upon the private utilities and the aluminum 
industry itself. The balance of the power needed should then be covered in a 
program of Federal dams selected according to factors of strategic location and 
economy. Power should be made available on terms that will recover the Federal 
investment chargeable to power, give the Federal stockpiles and other security 
needs a prior claim on materials produced, prevent monopolization of the power, 
and encourage competitive markets. 
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INTRODUCTION 


This report recommends adoption of a power program by the private utilities, 
aluminum companies, and the Federal Government in order to permit the alumi- 
num industry to grow. This program should be broad and flexible enough to 
protect the needs of other strategic materials and atomic developments as they 
become known. 

Today the aluminum industry is practically stalled at its present size by the 
power shortage. Consumers want much more aluminum than they can get, and 
the shortage will increase and probably last for at least 10 years unless the power 
shortage is relieved. Compared with recent shortages of steel, copper, lead, or 
zine, the aluminum shortage is relatively more drastic and more harmful. It has 
the immediate effect of hurting the national security in a most vital spot at a time 
when this Nation is trying to maintain a powerful international position. And 
continuation of the aluminum shortage will materially restrain the total produc- 
tive — of the country by contributing to shortages of steel, fuel oil, and other 
materials. 

Aluminum is the basic material out of which the Air Force is built. World War II 
forced an eightfold expansion of our primary aluminum capacity, but today the 
expansion has been cut back one-half by the lack of suitable power. Also, there 
is no stockpile of the metal or its products. The lack of such a stockpile at the 
start of World War II contributed to delays in building the Air Force, took alumi- 
num from other war needs, and increased the loss of lives and other costs of the 
war. The present policy of the Munitions Board is to stockpile bauxite instead of 
aluminum. But bauxite is months away from conversion to metal and it might 
never become aluminum in the event of damage to a few alumina or power plants 
in the United States. Even if sufficient appropriations were made in 1948 for 
stockpiling aluminum, and the necessary priority laws were passed, an adequate 
stockpile would require at least 2 years of accumulation and would take all of 
the present output, leaving no primary metal for civilian use. 

The new 70 group Air Force and related naval air force is to be completed by 
1953 and will require approximately 100,000 short tons of virgin aluminum every 
year for replacements. This would be almost one-seventh of the expected domes- 
tic output of the metal. It can be had as long as present conditions continue 
only at the expense of the inadequate civilian supplies. 

rivate enterprise, largely one company, built the American aluminum industry 
in the 52 years, 1888-1940. But in the 7 years 1941-47, the war forced the 
Federal Government to become the senior partner in the industry. Today, half 
of the primary aluminum capacity of the country is in war plants built or financed 
by the Government and now operated by private enterprise. 

But while the Government has withdrawn from one phase of the aluminum 
industry through the sale or lease of plants, it is still a controlling partner. It 
sells to the industry about 70 percent of the electric power without which there 
would be no primary aluminum. In the Tennessee Valley, the TVA provides 
power for about 20 percent of the national primary capacity, and in the Pacific 
Northwest, the Department of the Interior provides power for about 50 percent. 

All of this power is hydro, produced by multi-purpose dams. Most of the 
balance of the power used by the industry is also hydro, produced at dams built 
by the Aluminum Company of America. Since 1937 the aluminum industry has 
found it more practical and economical to depend upon Federal power for ex- 
pansion, thereby avoiding problems of large investments in new dams and recap- 
ture rights of the Federal Government. Hydro power has thus become the foun- 
dation of the aluminum industry because it has been the least expensive of alter- 
native sources of energy. 

This Nation now needs a far greater output and more economical use of all 
energy resources, including coal, oil, natural gas and hydro. ‘The country should 
be eoncerned with the tremendeus waste of a million and a half kilowatts flowing 
unused from the St. Lawrence River into the Atlantic, and over 20 million kilo- 
watts pouring unused from the Columbia River into the Pacific. These and 
losses from other rivers are occurring at a time when shortages of oil, natural gas 
and electricity have put thousands of men temporarily out of work, cut down 
production and inconvenienced millions of persons from New York to California. 
At the same time the aluminum industry has been foreed to turn to gas. In 
Texas, the Aluminum Company of America is embarking upon gas for the first 
time to generate electricity. This action was taken only after the Federal Gov- 


ernment turned down requests of all three aluminum producers for more hydro- 
power. 
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Under present programs for hydroprojects, the Federal Government has to 
refuse additional power to the aluminum industry and cannot promise the indus- 
try any more power for years to come. Demands are too great from other users, 
including those that have preferential rights under laws governing both the TVA 
and the Department of the Interior. Men in Congress even have urged that the 
TVA eancel industrial contracts, including aluminum, in order to serve other 
customers preferred by law. 

If the Federal Government were to alter its power policy and reduce its sales 
to the aluminum industry, the whole country would be injured. The industry 
would have to shift to higher cost energy from fuels, raise aluminum prices and 
restrict the expansion of markets. It would also deprive other users of large 
amounts of oil or gas. 

The most practical solution would appear to lie in the further development of 
Federal hydro projects except to the extent that the private utilities and the 
aluminum industry itself can supply energy at suitable prices and without de- 
priving other users of substantial quantities of oil and gas. However, a Federal 
power program should be flexible enough to accommodate the needs of other 
strategic materials and atomic developments. It should be planned so as to 
recover the Federal investment and to assure priority to the national security in 
the disposal of aluminum and other strategic materials. 


ALUMINUM, ITS NBW IMPORTANCE 


Aluminum has recently achieved a strategic position similar to certain other 
materials for which the Government has had to provide special measures. Prior 
to and during the war, the Government expanded power installations for the alumi- 
num industry that probably cost over $200 millions, and directly invested $739 
millions in loans and facilities for aluminum production. It adopted a plant dis- 
posal program to promote competition and expansion of the industry. It investi- 
gated raw material reserves and processes for the use of substitutes for bauxite. 
Some of these programs are still continuing. 

These activities have their parallels in other industries where the national in- 
terest cannot be fully served through exclusive reliance upon private enterprise. 
For example, petroleum obtained Federal assistance in various ways, including 
development of Arabian oil by American companies with the aid of the State 
Department, Reconstruction Finance Corporation, Lend Lease Administration, 
Export-Import Bank, surplus property disposal, and through orders for oil by the 
Navy Department. The rubber industry has been subject to recent Federal 
legislation requiring the maintenance of synthetic rubber plants and the use of 
certain amounts of synthetic rubber in order to protect the national security in the 
event of interruption of imports of natural rubber. 

This interest of the Federal Government in aluminum rests on its new impor- 
tance to the national security and the fact that any adequate security program for 
aluminum must be very large according to our experience in World War Il. 

The demands for aluminum in this country during World War II raised this 
metal from a very minor position to second to steel. Aluminum had been a minor 
metal for a long time. Twenty-five years ago, production of steel was more than 
500 times greater by weight, and the production of copper was more than 10 times 
greater. In the peak year of production, 1943, the tonnage of steel was still 97 
times greater and the output of copper nearly 60 percent greater. But in actual 
cubic volume, it took only the 4 years between 1939 and 1942 for aluminum to 
pass zinc, lead, and copper. It was an epochal event in industrial history when 
aluminum, only 50 years young commercially, caught up with much older com- 
mercial metals, including copper, a few thousand years old. In tonnage, aluminum 
was still somewhat behind these metals but in extent of annual new usage it was 
ahead. It has since kept ahead. (See appendix, table 1, for production statistics) . 
This was due to the lightness of the naa), nannidtiva 1 pound to equal by volume - 
or area 2.6 pounds of zinc, 2.9 pounds of steel, 3.1 pounds of brass, 3.3 pounds of 
copper, or 4.2 pounds of lead. 

he wartime demand for aluminum was principally for the air force, roughly 
two-thirds of the weight of a plane being aluminum. But the peacetime demands 
for the metal have grown so rapidly within the past 3 years that the rate of increase 
exceeds the other principal metals. Aluminum now finds thousands of applica- 
tions, many of them entirely new since the war. These are so diversified and so 
many of them represent a more economical displacement of heavier or more 
expensive materials that it is unlikely that the demand for aluminum will shrink 
seriously even when steel and other materials again are abundant. These new 
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fields include building materials, trucks and trailers, wire and cable, and displace- 
ment of copper and zinc. 

A foremost authority on metals, Dr. Zay Jeffries, director of research for 
General Electric, believes that the normal place of aluminum is second only to 
iron in cubie volume of production, and that it will contend for second place in 
weight production by 1970. A recent market study by the Bonneville Power 
Administration estimates that this date could be advanced to 1960 when the 
domestic market for primary aluminum could triple or quadruple from the 1947 
production of 572,000 tons to a figure between 1,700,000 and 2,700,000 tons per 
year.!. The Bonneville report was based on an extensive survey among principal 
aluminum users. It points out that aluminum is still in the early stages of 
development and that growth of consumption can be more rapid than in the past. 


NATIONAL BENEFITS OF ALUMINUM EXPANSION 


The introduction of various materials into common usage at different times has 
profoundly changed human history. Today, among the most notable materials 
are commercial fertilizers upon which depends agricultural productivity, and 
copper, steel, cement, rubber, and petroleum products upon which depend the 
instruments of communication and transportation and the existence of cities. 
Although one cannot now access all of the important consequences of wide usage 
of aluminum, already the following examples show that the metal will deeply 
affect ways of living and will contribute greatly to the income of this country. 

1. Air transportation rests upon the use of aluminum in planes. From 
this flows not only the peacetime consequences of air travel and cargo trans- 
port but also the revolutionary change in the use of airpower as the chief 
weapon of national security. 

2. The rapid application of aluminum in other fields of commercial trans- 
portation—buses, trucks, truck trailers, railroad cars and shipping con- 
tainers—means large economies in costs of operation and maintenance. 
Weights of the transporting vehicles are reduced, and the weight of payload is 
increased. The result is less cost for fuel, rubber tires, railroad maintenance, 
repairs, and replacements per unit of traffic carried. Eventually, aluminum 
may save each year millions of gallons of gasoline and diesel oil, millions 
of rubber tires and millions of man-hours of labor in all transportation 
services. 

3. In building construction, the largest present field for aluminum, the 
metal offers other economies. Men install it faster than heavier materials. 
It last much longer than carbon steel. It requires no paint. It reflects 
heat as an insulator and conserves fuel. Ultimately aluminum will save 
each year in the building and construction industry millions of man-hours 
in construction, maintenance and repair, millions of gallons of paint, and 
millions of tons of coal or gallons of fuel oil or the equivalent in gas. 

4. In fields of agricultural and manufacturing machinery, tools and 
household appliances and equipment, aluminum will save replacement costs 
through the elimination of rust, economies in paint, and will reduce hours of 
— by millions of housewives, farmers and laborers in moving lighter 
loads. 

A nation that does its essential jobs of production and transportation faster 
and at less cost than other nations can be materially richer and stronger. Alumi- 
num builds national security far beyond its essential use in the Air Force. In 
terms of ability to fight a war, the wide use of aluminum in peacetime applications 
means that for military purposes there will be available at least the following gains: 

1. Manpower saved in the home, factory, and farm in moving lighter loads; 

2. Gasoline, fuel oil, and coal saved in moving lighter vehicles and heavier 
payloads in transportation; 

3. Space in freight cars and ships saved in reducing the volume of fuels 
needed for transportation; 

4. Manpower, materials and transportation services saved in industry by 
the displacement of heavier and more expensive materials; 

5. Mannie and materials saved in the repair and maintenance of 
products that use aluminum instead of other metals or materials that 
deteriorate or rust. 

If, as seems entirely feasible, the widespread usage of aluminum and other light 
metals and materials can ultimately save at least 10 percent in the production 


1 Unpublished report prepared by the Bonneville Power Administration for the Department of the 
Army, Corps of Engineers, 1947, 
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costs of this country, or add at least 10 percent to our productive ability in peace 
or war, the results would be worth $10 to $15 billions per year at current rates of 
annual production. Whether this estimate is too high or low, the true figure will 
pay many times for the cost of expansion of the aluminum industry, including 
the cost of power facilities. 


THE RECENT RECORD 


At the end of 1947 the industry was able to look back at a record of recent 
growth that no other important metal could equal. 

In capacity to produce virgin or primary metal, the industry multiplied itself 
nearly 8 times during the war and then settled back by 1947 to a level 4 times 
higher. Capacity mounted from 164,000 short tons per year in 1939 to 1,175,000 
tons in 1943 and then retreated half way to 650,000 tons in 1947. This retreat 
was not forced by falling demand but by the retirement of some high-cost obsolete 
capacity built before the war and some modern but uneconomical capacity built 
during the war. The uneconomical war-built plants were located where electric 
power no longer was available or else was prohibitively expensive. 

The production of primary aluminum kept pace with capacity from 1939 until 
1943 because of the pressure of war demands. But in 1944 supply caught up with 
demand and war plants were cut back or closed. At the end of 1945 all of the 
Government plants were idle and the private plants were facing substantial cur- 
tailments. But early in 1946 the plant disposal program of the Government 
established two competitors of the Aluminum Company of America. Postwar 
reconstruction got under way. Shortages of steel, copper, lumber, and other 
materials boosted the demands for aluminum. Prices of aluminum products 
remained at their all-time lows while prices of competing metals rose sharply, 
and the industry was launched upon an amazingly fast recovery. In the spring 
of 1947, a temporary excess of supply appeared, and one of the producers cut 
back production. However, by the end of the year, demand again exceeded 
supply, a power shortage prevented reopening of the capacity that had been shut 
down, and all three aluminum producers looked vainly for power to expand. 
The trend of primary production is summarized in 163,545 tons in 1939, the 
record high of 920,179 tons in 1943, a peace conversion slump in 1946 and recovery 
in 1947 to 571,750 tons. 

In all of the years 1939 to 1947, the total production of aluminum products was 
greater than the output of domestic primary metal. During the war years most 
of the difference was made up by imports from Canada. During 1946 and 1947, 
most of the difference was obtained by drawing upon plant inventories, by melting 
war surplus metal and surplus airplanes into secondary aluminum, and by absorb- 
ing nearly all of the Government stockpile of 185,000 tons held by the Metals 
Reserve Company. Through such measures it was possible for shipments of all 
aluminum products, including ingot, to rise from 225,000 tons in 1939 to the all- 
time high of 1,244,000 tons in 1944. In the ensuing 2 years, shipments fell from 
peak war levels but in 1947 they advanced again, reaching 924,000 tons, or three- 
fourths of the wartime record. For statistical details, see appendix, table 2. 


THE CURRENT SHORTAGE 


There are various indications of the current shortage. The prices cf various 
grades of secondary ingot are normally less than the 15-cent price of pure alumi- 
num ingot, but in reeent months such ingot has been priced nearly 50 percent 
higher. No. 12 foundry alloy was selling as much as 6 cents more per pound in 
June 1948, and steel deoxidizing ingot as much as 8 cents more per pound. 
These prices reflect the rapid consumption of war surpluses and the absorption 
of the Government stockpile. They forbode a further increase in the shortage. 

A gray market in aluminum sheet appeared early in 1948 with warehouses 
obtaining 10 cents more per pound above normal prices. New customers had 
great difficulty in obtaining sheet from warehouses and deliveries were promised 
in 3 to 6 months. 

I. W. Wilson, vice president of Alcoa, estimates the 1948 shortage at 275,000 
tons of primary metal and believes that by 1952 the shortage may be at least 
375,000 tons.2 This estimate does not include the aluminum requirements for 
the new Air Force or for other needs of national security. R. 8S. Reynolds, Sr., 
president of Reynolds Metals Co., believes that the Government and the industry 
should finance an expansion of 2 billion pounds of capacity. 


2 Appendix 3. Letter from I. W. Wilson to Paul J. Raver, Administrator, Bonneville Power Adminis- 
tration, April 23, 1948. 
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Thus far, the announced plans of the aluminum industry call for a net addition 
of 108 million pounds to the primary capacity by 1950. This will come from a 
72-million-pound plant to be built by Alcoa in the Texas Gulf area where natural 
gas will be used to produce power; and 76 million pounds of capacity now idle at 
the Reynolds Metals Co. plant at Jones Mills, Ark., which will be powered upon 
completion of the Lake Catherine steam plant by the Arkansas Power & Light 
Co. The gain of 148 million pounds at these two plants will be partly offset by 
the closing in 1949 of the obsolete Niagara Falls aluminum plant of Alcoa with 
40 million pounds of eapacity. The powerplant at Niagara was recently sold by 
Alcoa to the Niagara Falls Power Co. The present power shortage in the Pacific 
Northwest may also require the intermittent shutdown of 72 million pounds of 
capacity, half at Spokane and half at Vancouver, Wash. 


NATIONAL SECURITY REQUIREMENTS 


The wartime shortages of aluminum were dramatized by congressional investi- 
gations, by the campaign to collect pots and pans, by the delays in airplane pro- 
duction, by the power shortage in the United States, and by the aid given by the 
RFC in building up the Canadian Shipshaw power project in order to expand im- 
ports of aluminum from Canada. Aluminum was the first of the war materials 
to be controlled by priorities. But at the end of 1943, the impression was wide- 
spread that the shortage no longer existed. This impression was reinforced in 
1944 by the cutbacks in production. 

However, it was not widely understood that war requirements had been sub- 
stantially modified because of the aluminum shortage. The Army and 
the Navy were told in 1941 and 1942 to redesign equipment, aircraft, and ships, 
in order to reduce the amount of aluminum required. This delayed production, 
increased the weight of war products, reduced mobility in combat, and increased 
costs. The subsequent demands for aluminum were met but this merely meant 
that demands were cut so that they could be met. If the War and Navy Depart- 
ments had not reduced their-requirements, they would have called for up to 600,000 
tons more aluminum than they obtained in the peak war year. This is the con- 
clusion of the special analysis made by the Army and Navy Munitions Board for 
the Senate Small Business Committee in the autumn of 1946. The results of that 
study, as summarized in the staff report of the committee, were that peak wer 
requirements for all branches of the services, if concentrated in one 12-month 
period, would have amounted to 3,754 million pounds of fabricated products, 
against which peak supplies were 2,565 million pounds.‘ 

The estimated deficiency of 600,000 tons of aluminum would have to be increased 
by allowances for scrap and melting losses in converting ingot into fabricated 
products and reduced by allowances for the fact. that peak demands of each 
branch of the armed services would not actually have been concentrated in the 
same 12-month period. But the substance of the conclusion would remain—the 
Army and Navy fought the war with much less aluminum than they really 
wanted, 

At present the Army and Navy are again redesigning equipment end vessels and 
placing great stress on lightness of weight in order to increase mobility and to 
facilitate airborne service. This means that some uses discontinued during World 
War II will be restored, and new uses will be developed. Consequently, aluminum 
requirements must increase for security purposes during peacetime, and would 
possibly be much greater during another emergency than in World War II. 

The most immediate and significant increase required in the near future will 
come from the expanded 70-unit Air Force and related Naval Air Force. To 
build up to this force will take about 5 years. It will then require an annual 
replacement program of 111 million airframe pounds.’ Based on World War II 
experience, this is the equivalent of about 80 million pounds of fabricated alumi- 
num products. Approximately the same amount of aluminum may be needed for 
motors, propellers, other parts, and for replacements. Possibly another 40 mil- 
lion pounds would be needed for losses, scrap, and pipeline inventories. The 
program might therefore require each year after 1952 roughly 200 million pounds 
of primary aluminum for annual maintenance and replacement of planes. 


3 Future of Light Metals and Government Diepenls, report of the chairman to members of the committee 
of the Special Committee to Study Problems of erican Small Business, Senate Committee Print No. 14, 
79th Cong., 2d sess., p. 14. 
4 Tbid., p. 63. 
8 at Aviation Policy, report of the Congressional Aviation Policy Board, S. Rept. 949, 80th Cong. 
sess., p. 7. 
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If to this figure is added some allowance for aluminum in other branches of the 
armed services and there is deducted an estimate of 30 million pounds for alumi- 
num currently going to all branches,’ a net total may be assumed of 200 to 225 
million pounds of aluminum. This would be the pending annual addition to 
markets after 1952 for the national security during peacetime. 

Much more important, however, is the question of what should be the minimum 
aluminum capacity of the country as a security measure in the event of war. For 
accurate planning, two essential steps are necessary to determine aluminum 
requirements at any time. First, the armed services must be able to convert 
planes, tanks, ships, and other instruments of war into amounts, shapes, dimen- 
sions, and alloys of aluminum. Second, the armed services must have a program 
for specific quantities of aluminum-using produets, particularly for aircraft, the 
largest user of the metal. But even if the armed services undertake these two 
steps, all estimates may become obsolete as conditions and requirements change 
during a war. The only way any country could determine accurately the war 
requirements for any material would be for it to plan a specific type of war of pre- 
determined duration and cost and carry it to completion as scheduled. A country 
that plans a purely defensive program for security will obviously have its require- 
ments determined by its enemies and the unknown contingencies of actual warfare. 

Our experience in World War II illustrates all of the hazards of a country on 
the defensive. In 1939 the armed services completely underestimated the role 
of airpower and the associated aluminum requirements.? Early in 1940, the 
Munitions Board removed bauxite—the raw material of aluminum—from the 
list of strategic and critical materials to be stockpiled. Two years later, sub- 
marine sinkings of American bauxite ships threatened to wreck our air program. 
Early in 1940, on May 16, when the President called for an air force of 50,000 
planes and an industrial capacity of 50,000 planes a year, neither the Army Air 
Corps, Alcoa, nor the aircraft manufacturers knew how much aluminum went 
into an airplane. Well into 1942 the armed services could not supply detailed 
estimates of aluminum requirements. Even 15 months after Pearl Harbor, by 
March 1943, the armed services were submitting unrealistic estimates. The 
difficulties were that (1) the armed services were unprepared to convert war 
products into aluminum requirements and (2) the aircraft program constantly 
changed from a negligible size in 1940 to a broad plan of 50,000 planes in the Air 
Force and to a final production target of 125,000 planes per year. Under the 
circumstances, the civilians of the War Production Board had to assume responsi- 
bility for working out the total aluminum program and its component capacities. 

As of 1948, the minimum aluminum requirements of this country as a security 
precaution—both in stockpile and productive capacity—are as indeterminate as 
ever. The Navy and Air Force did not provide a program of air requirements in 
accordance with any unified plan of action either to the President’s Air Policy Com- 
mission or to the Congressional Aviation Policy Board.“ The only definitive air 
program thus far has been the one imposed by Congress in the appropriations to 
build the 70-group Air Force and the related Naval Air Force. This program is not 
necessarily what the country would need if engaged in war, but is only “‘the initial 
strength necessary to mount promptly an effective, continuing, and successful air 
offensive against a major enemy." In other words, this air program may insure 
victory but it is still only the initial force for a war that might go on. 

Consequently, in current studies of industrial mobilization and stockpiling, 

the Federal interagency committees advising the Munitions Board have lacked any 
realistic guides to military requirements. As an interim guide, the Munitions 
Board has suggested that military requirements for all materials be taken at World 
War II consumption rates plus 33% percent. On the other hand, according to 
the Secretary of Defense, “the maximum military requirements of petroleum in the 
event of a war emergency are now estimated nearly to double the requirements of 
World War I,” ® 

Obviously, the wisest course in security planning is to assume that security 
requirements will expand rather than decrease, just as World Wars I and IT eac 


6 The President's Air Policy Commission estimated that present military procurement is at the rate of 
21 million airframe pounds annually, Survival in the Air Age, p. 46. Seventy percent of this, or 14 million 
pounds, may be aluminum and may be matched by another 14 million pounds for replacement parts, motors, 
and propellers. Another 2 million pounds may be assumed for other military and naval uses. 

* Aluminum Policies of the War Production Board and Predecessor Agencies, Historical Reports on War 
ee War Production Board, Special Study No. 22, July 15, 1946, p. 5. 

® Ibid, p. 6. 

* Thid, p. 162. 

0 oe Aviation Policy, 8. Rept. No. 949, 80th Cong., 2d sess., March 1, 1948, p. 6. 

11 Thid., p. 7. 

12 National Military Establishment, Munitions Board, Memorandum MB 334, January 6, 1948. 

') Investigation of the National Defense Program, United States Senate, 80th Cong., Ist sess., pt. 41 
p. 25447. 
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required a greater volume of materials than their respective predecessors. Based 
on the Munitions Board guide of 133 percent, the aluminum industry should be 
able to produce, for military purposes only, at least 3,420 million pounds of 
aluminum products in a peak war year as against 2,565 million pounds shipped in 
the peak of World War iL But these figures rest on the demands of the armed 
services which were cut back in 1941 and 1942 by the aluminum shortage. If the 
estimated original needs of 3,754 million pounds are used, the industry should be 
able to produce about 5,000 million pounds of aluminum products. 

Thus, somewhere between 3.4 and 5.0 billion pounds of capacity for end products 
might be desirable as a minimum for military purposes exclusively, The raw ma- 
terial for these products could come from a combination of stockpile, imports, 
and domestic recovery of scrap and production of primary aluminum. How much 
the other sources can contribute will determine what the minimum primary 
aluminum capacity should be. If one were to assume the same reliance on Canada 
as during World War II, then the domestic primary capacity should be about 133 
percent of the 1943 peak, or 3,130 million pounds. If one assumes the worst 
possible conditions, that Canadian imports would be unavailable and that second- 
ary sources would be undependable, then the minimum primary capacity would 
lie between 3.4 and 5.0 billion pounds. 

An additional allowance must be made for essential civilian uses. This would 
also be conjectural because of the difficulties of forecasting the extent to which the 
civilian production economy could eliminate aluminum after a period of extensive 
adaptation to the metal. As of 1948, anywhere between all or none of the current 
civilian consumption rate of 1,848 million pounds could be eliminated. : 

Hence, one may tabulate the following ranges of primary aluminum capacity 
which this country ought to have for security as of 1948: 





} 
| Millions of pounds 








Assumptions i— 


| Minimum | Maximum 
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1. Military needs: 
(a) 133 percent of peak World War II primary capacity. | 3, 130 | 
(6) 133 percent of peak World War II true needs, all aluminum products__| 





5 | } 5, OOO 
2. Civilian needs: | 
(a) None_-. ; 0 

(6) 1948 consumption, all products. 24 | 1, 848 

te tence ealeet cial 

Total... : ‘ ‘ eronaettid P| 6, 848 





Actual primary capacity in operation in 1948 is 1,250 million pounds, less than 
half of the minimum estimate and less than one-fifth of the maximum estimate 
of security requirements. 

Now one assumption underlies all of these estimates; namely that a continuing 
type of war would be likely and that productive facilities would not be reduced 
materially by air attack. But the President’s Air Policy Commission has stated 
that ‘if future aggressors will have learned anything from World Wars I and II, 
it will be that they must never let United States industrial power get underway ; 
they must destroy it at the outset if they are to win.”’ From this premise the 
Commission recommended a 70-group Air Force and related Naval Air Force for the 
purpose of meeting any initial attack on this country and carrying the war to the 
attacker. Yet the Commission doubted whether the industrial capacity of the 
country after an attack would be sufficiently intact to build further for the conduct 
of a war. It recognized that there may be no warning of an attack and that it 
“‘might be such as to cripple at the very outset our capacity to resist and to build 
up after hostilities start.’’* Still, the Commission clearly assumed that the 
aircraft industry would be able to expand in order to sustain a war, and the 
Commission recommended ‘‘maintaining domestic sources of critical and strategic 
materials as an effective and advantageous alternative to the stockpiling of certain 
imported items and materials.’”” Such sources would be effective only if produc- 
tion facilities in key industries were unharmed. From the apparent contradiction 
in possibilities, one can draw only the conclusion that if there is another war the 
strength of the United States will be proportional to the amount of its initial air- 
power and the proportion of productive capacity that survives attack. Accord- 
ingly, the stronger the American aluminum industry, the better would be the 
prospects of survival of the Nation in the event of war. 


4 Survival in the Air Age, January 1, 1948, p. 12. 
4 TIbid., pp. 22 and 23, 
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AN ALUMINUM STOCKPILE 


There is practically no Government stockpile of primary aluminum at present. 
Shortly before V-J Day, on July 31, 1945, the Metals Reserve Company of the 
RFC held 368 million pounds. Nearly all of this has since been sold to industry. 

The Army and Navy Munitions Board has chosen to stockpile bauxite rather 
than aluminum primarily because of limited appropriations for all stockpiles. 
Domestic reserves of high-grade bauxite have been reduced to the equivalent of 
a few years supply based on consumption in World War II. The Board has 
classified bauxite as a group A material. This group includes materials for 
which stockpiling is deemed the only satisfactory means of insuring an adequate 
supply for a future emergency. The Board has classified aluminum among 
group B materials which were not to be stockpiled except if available from war 
surpluses because the supply could be insured either by stimulating North Ameri- 
can production or by use of substitutes. 

Now bauxite is a long distance from conversion to aluminum both in time, 
materials, and transportation costs and distances. Suppose a stockpile of high- 
grade bauxite were to be acquired according to the interim standard of the Muni- 
tions Board equal to 133 percent of the 1943 shipments of aluminum products. 
To produce 2,565 million pounds of aluminum products without allowing for 
scrap and losses of metal would require about 10,260 million pounds of high-grade 
bauxite. The present aluminum plants, producing about 1,250 million pounds of 
primary metal per year, would require 2 years to put out this amount of metal. 
From 3 to 6 months more would be needed before the metal would rest on the 
floors of aircraft plants in the form of fabricated aluminum products. Another 
month or two would be lost in transporting ore from stockpiles to alumina plants, 
alumina to reduction plants, and pig aluminum to fabricating plants. Altogether, 
28 to 31 months would probably elapse if all of the bauxite were converted into 
fabricated aluminum with existing aluminum reduction capacity. 

Large quantities of raw materials would burden the railroads, moving in more 
than 300,000 freight car loadings."* Much of the alumina would move halfway 
across the country to the Pacific Northwest and the pig aluminum would then 
move more than halfway back across the country. About 25 billion kilowatt-hours 
of electrical energy would be used to convert the alumina into metal. 

Obviously, the present stockpile program for bauxite is totally inconsistent 
with planning the national security in the expectation that a war might start 
without warning by an aerial attack designed, as the President’s Air Policy Com- 
mission has stated, “‘to cripple at the very outset our capacity to resist and to 
build up after hostilities start.” 

For such a contingency, there might not be 31 months of time to convert all 
of the bauxite into aluminum. Attack upon four alumina plants, material damage 
to the railroad, or the bombing of two power dams could leave much of the stock- 
piles of bauxite resting indefinitely as useless monuments to lack of foresight. 
Regardless of many other hazards to production during a war, a stockpile of 
aluminum instead of bauxite would at least bring the country months closer to 
whatever airplane production could be achieved. 

The weaknesses in the national security are apparent from the following facts: 

1. The current annual rate of production of primary aluminum is about 
625,000 tons. Productive capacity is the same but may be increased slightly 
to 700,000 tons by 1950 if present plans for expansion are carried to comple- 
tion. 

2. By 1953, annual military requirements for aluminum, based on the 70 
group air force, will be about 200 million pounds, or one-seventh of the ex- 
pected primary capacity of the industry. 


16 To produce 2,565 million pounds of primary alminum and ship it to fabricating plants would require 
the following principal raw materials and freight car loadings: 
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3. World War II needs for all aluminum products in the peak war-years 
were close to 1,900,000 tons, and actual shipments were nearly 1,300,000 tons. 
There was a deficiency of about 600,000 tons. 

4. According to temporary standards adopted by the Munitions Board, 
this country ought to be able to provide in the event of emergency an annual 
output of between 1,600,000 and 2,500,000 tons of aluminum products solely 
for military needs. As of 1948, the maximum figure might have to be in- 
ereased to 3,400,000 tons if civilian requirements are considered. 

5. The Munitions Board is stockpiling bauxite instead of aluminum. But 
a stockpile of bauxite equal to 1943 shipments of aluminum would be 2 
years away from conversion into aircraft. If the country were to be involved 
in the type of air war envisioned by experts, much of the bauxite might never 
be usable. 

6. Present civilian demands for primary aluminum are estimated at 
900,000 tons; 1952 demands at not less than 1 million tons, and 1960 demands 
at between 1,700,000 and 2,700,000 tons. If the maximum demands could 
be met, the national security would be much stronger. The country would 
put to to other essential uses the annual savings in manpower, materials, and 
transportation resulting from the more extensive use of aluminum in lieu of 
heavier and more expensive materials. 

From the foregoing facts one may draw the final conclusion that in the interests 
of national welfare as a whole and national security in particular, the primary 
aluminum capacity available to the country ought to be expanded as rapidly as 

a from 625,000 tons per year to at least 1,600,000 tons,and if possible to 

00,000 tons. An adequate stockpile of metal should be built up, but in order 

to oy this with the least injury to the civilian economy, the stockpile should be 
built up slowly at first, and more rapidly as aluminum capacity is added. 


EXCESSIVE COSTS RESULTING FROM WAR DECISIONS 


In planning a new expansion program, the aluminum industry and the Federal 
Government will want to avoid some of the types of decisions made during World 
War II that proved quite costly. These decisions must be credited with having 
produced the aluminum that won the war. But they were made under urgencies 
and conditions that the country does not face now. More deliberate and more 
economical decisions can be made at present if policies are determined in the 
maximum national interest. 

Most of the excessive costs ensued from decisions on where the power was to 
be obtained for aluminum. Power was always the controlling factor in locating 
the primary aluminum plants built by the Government. Time was pressing, and 
power had to be accepted wherever available regardless of cost as long as it would 
produce aluminum faster than at more economical locations where new generating 
plants or dams could not be built or completed as quickly. But after the war, 
the high cost of such power and the lack of substitute energy at low rates forced 
the shutdown of 864 million pounds of aluminum capacity located in six Govern- 
ment plants, built at a cost of $119 million.” These plants have now been put 
to other uses or are idle. Some of the original investment is unrecoverable, and 
the country has lost annually 550 million pounds of aluminum that properly 
located plants would have produced. At current prices, the shortage of primary 
metal after conversion to finished products would have an average value of at 
least 30 cents a pound, or at least $165 million. That much is being currently 
lost to the national income. 





17 See the following table: 
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The wartime waste included the extra costs of the power used in these plants 
above an economical price. Alcoa was rebated by the Reconstruction Finance 
Corporation $26.7 million for the costs of power above 3 mills per kilowatt-hour."* 

Had the plants been located where such a rate might have been available, they 
could have been operated by the industry after the war although that rate would 
have been 50 percent higher than the cost of power at the most economically 
located Government plants. These are three plants built in the Pacific North- 
west at an original cost of $47.5 million. They are now producing at full capacity 
of approximately 400 million pounds per year. The only other Government 
capacity that survived for current operation is half of the plant at Jones Mills, 
Ark., producing about 72 million pounds per year. This portion of the plant has 
its own power supply using natural gas. 

Another high cost followed from the decision of war agencies made early in 
1941 to finance completion of the Shipshaw power project in Canada in order to 
purchase aluminum from the Aluminum Company of Canada. The alternative 
would have been a decision in 1940 or early in 1941 to complete more quickly the 
Federal power projects nearing completion in the Pacific Northwest.” 

As a result, RFC purchased, 1,288 million pounds of Canadian aluminum during 
1941—45, advancing $68.5 million to build the Shipshaw power project and related 
facilities. The average price of the metal (excluding the tariff) was 18.1 cents 
per pound compared with the 15-cent price in the United States and with 12.3 
cents, the average cost of producing metal in the Pacific Northwest Government 
plants during the war. Had this metal been produced in this country, the saving 
would have been at least 3.1 cents per pound, or nearly $40 millions. Adding the 
profits to American producers and the RFC had the metal been produced in the 
Northwest, the total gain to this country would have been about 5.8 cents per 
pound, or nearly $75 million.” . 

Another significant cost during the war was the use of coal to generate power 
for aluminum when Northwest hydro power flowed unused to the sea. The three 
eastern Government plants in New York and New Jersey produced 555 million 
pounds of metal during the war for which about 3 million tons of coal were used. 

A summary of only the most apparent costs and consequences is as follows: 

1. The building of 864 million pounds of uneconomical aluminum capacity 
at a cost of $119 million, much of which is unrecoverable. 

2. A loss of production from this capacity to meet the current annual 
shortage of 550 million pounds of aluminum products valued at least at 
$165 million. 

3. Excessive costs of power reimbursed by the RFC to Alcoa for wartime 
operation of Government plants, $26.7 million. 

4. Extra costs of Lipiben Meg or aluminum instead of planning expansion 
of power capacity in the Pacific Northwest or elsewhere, $40 to $75 million. 

5. Use of 3 million tons of coal to generate power, and use of scarce labor 
and freight cars when Northwest hydropower flowed unused to the sea. 


THE PROBLEM OF POWER 


The shortage of power for aluminum and the approximate investments required 
to eliminate it are estimated as follows: 





Cumulative approximate 


Cumulative investment in genera- 


kilowatts 








Cumulative tons 
of aluminum 





275, 000 
900, 000-1, 800, 000 
1, 000, 000-2, 000, 000 







1% Statement of profits from operation of Government plants filed by Alcoa with the Reconstruction 
Finance Corporation, dated December 31, 1945. 

1 Problems of American Smal] Business, Hearings Before the ao Committee to Study and Survey 
Problems of Small Business Enterprises, United States Senate, 79th Cong., Ist sess., pt. 60, The Shipshaw 
Contract: IV, PP. 7164-7165 and 7168. 

*® The actua nm would have been somewhat less because American producers would have absorbed 
more freight in shipping from Northwest plants to eastern cities than the Canadian company absorbed. 
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To meet the indicated shortages of metal, the industry will have to invest 
in reduction plants alone approximately $333 per ton at 1947 levels of construction 
costs. By 1960, the industry will have had to invest a total of between $333 and 
$665 million. In addition, the industry will have to provide large funds for 
expansion of bauxite mines, alumina plants, and fabricating facilities that may 
bring the total new investment up to between $500 and $1,000 millions. The 
associated power investment, $400 to $500 per ton or $200 to $250 per kilowatt, 
would aggregate by 1960 between $400 and $1,000 millions. The exact invest- 
ment per kilowatt will depend both on construction cost levels and the length of 
transmission lines between powerplants and aluminum plants. 

Such an investment program will have to be borne largely by the three present 
primary aluminum producers. It will present a very difficult problem to all of 
them because their invested capital currently is only about $330 million. For 
the two younger producers, Reynolds and Permanente, who entered the primary 
industry after 1939, the financial problem will be extremely serious. The industry 
consequently is interested in transferring to private utilities or to the Federal 
Government much of the investment responsibility for power. 

Today, the industry bases practically all of its primary capacity upon hydro- 
power. The Federal Government serves 70 percent of the capacity and the 
privately owned hydroplants of Alcoa serve most of the balance.2!_ Only one 
plant uses fuel for power, burning gas and oil. This plant was built under war 
conditions when sufficient hydropower was not available. 

hree practical solutions now appear for meeting the aluminum power deficien- 
cies: (1) Additional imports of aluminum from Canada; (2) some power invest- 
ment by the industry and the private utilities; and (3) construction of Federal 
power dams. 

During the war, RFC money financed much of the Canadian aluminum expan- 
sion, and this country took a substantial share of Canadian output. Since the 
war, the Aluminum Company of Canada has returned to foreign markets for most 
of its business. In 1947, Canada exported to the United States only 31 million 
pounds, but increased its exports in the first 4 months of 1948 to 46 million pounds 
of metal annually. The war-time capacity of 1,000 million pounds is not fully 
usable at present because postwar contracts were made for the sale of power to 
other users. If some of this power is released for aluminum, exports to this coun- 
try can increase. But any substantial contribution from Canada would require 
its own power expansion. 

In the near future, the American aluminum industry would gladly take sub- 
stantial imports from Canada, paying the 2-cent tariff and obtaining a drawback 
on American exports. But the longer-run interests of this country would ap- 
parently be served best by a limited reliance upon Canada. In the event of emer- 
gency, Canadian aluminum would be subject to British control and priority, as in 
World War II. The cost of the metal to the American industry would probably 
be higher, even after excluding the tariff. During World War II, the Canadian 


1 See the following table. 
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1 Power is provided in the plant from engines burning gas and oil. 
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aluminum company was a hard bargainer, as American Government officials have 
testified, and the price of the metal was considerably higher than the domestic 
price. As long as the Canadian company would have to expand its own power 
installations to service larger exports, the expansion needed for this country should 
occur within our own borders where we have ample resources of undeveloped and 
economical hydro power. 

The second solution is for the aluminum industry to invest in its own power- 
plants, alone or in conjunction with the private utilities. This solution faces a 
number of difficulties. The industry cannot alone put up the total investment 
needed in both aluminum and power facilities. Alcoa was able to do this in pre- 
war years when the industry was much smaller and the annual growth of markets 
was much less. Now, the primary industry is four times its prewar size and it 
faces the possibility of expansion by 1960 to a level 10 to 16 times its prewar size. 

Before the war, Alcoa built its own hydro installations. Today, suitable power 
sites are generally no longer available for small, private development. The most 
economical power sites are found on the larger river systems—the St. Lawrence, 
the Columbia, the Tennessee and the Colorado—where the Federal Government 
is developing multipurpose projects for flood control, navigation, irrigation, and 
power, requiring large investments beyond the ordinary ability of private enter- 
prise. Should some sites on these or other river systems be within the ability of 
private capital to develop, a deterring factor is the right of the Federal Govern- 
ment to recapture power projects after 50 years. Another deterrent is the extra 
investment needed to obtain from some dams the maximum multipurpose benefits, 
some of which would not produce revenues or profits for private enterprise. 

The aluminum industry may be able to turn for financial aid to the private 
utilities and purchase some power from plants built especially for aluminum, 
using coal, gas, or oil. This course of action has been avoided by the industry 
because it would substantially increase the costs of power. It is notable that the 
recent power survey made by the National Security Resources Board (May 25, 
1948) disclosed that the private utilities were not being called upon to meet the 
power deficiencies of the aluminum industry even though the utilities plan to 
expand their capacity by 18.5 million kilowatts by 1951. 

In most of the industrial centerstof the country, the cost of generating power 
through burning fuel is considerably greater than the 2 to 3 mills per kilowatt- 
hour on which the aluminum industry now depends. In most cities, the costs 
range from 5 to 9 mills. Each mill means 1 cent in the cost of producing a pound 
of aluminum. If the industry were to purchase ordinary industrial power, it 
would have to raise the price of metal by at least 3 cents per pound. 

The more practical solution would be to locate new aluminum plants near coal 
mines or in the gas and oil fields. An economical steam plant can generate power 
at the coal mine or near the oilfields under present costs at somewhere between 
3.5 and 4.5 mills per kilowatt-hour at 100 percent load factor. At the gas fields, 
the present costs would be closer to 3 mills. Although these costs would exceed 
the most favorable costs for hydropower, they would be partly offset by economies 
in transportation costs arising from the closer location of aluminum plants to raw 
materials and to markets. 

This solution, however, has a number of disadvantages which have thus far 
governed the decisions of the industry. The incentives to the private utilities to 
participate are not great because their investments yield more when they serve 
retail purchasers. They have gladly foregone the aluminum business. The loca- 
tion of aluminum plants near mines or wells would require a reorientation of the 
industry at substantial costs in the face of ultimate exhaustion of the nearest 
sources of fuel. Finally, in the case of oil and gas, the price trend is upward, and 
the growth of demand already exceeds the growth of new reserves in the case of 
oil. Dependence upon oil and gas would mean rising costs of aluminum. 

The third solution is for the Federal Government to provide more hydropower 
by building additional dams. This is the choice preferred by the aluminum 
industry. Alcoa’s attitude is stated in the letter from the vice president to the 
Bonneville Administrator on April 23, 1948 (appendix 3): 

‘‘While some of this additional power needed by the industry for the production 
of aluminum may be made available in other sections of the country, the poten- 
tialities of the Northwest for the supplying of power at a price which can be paid 
by the aluminum industry are so much greater than for any of the other sections 
of the country that it seems to me rather obvious that you in the Northwest have 
an opportunity to obtain the greater part of this expansion.”’ 

The industry cannot expect additional power from the Federal dams now under 
construction or to be completed by 1951. About 1.5 million kilowatts of hydro 
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power will be added by that year to the Federal supply, principally by the TVA 
and the Bonneville system. In the Tennessee Valley the power shortage is so 
great that it has been suggested in Congress that the TVA cancel some of its 
industrial power contracts in order to take care of other customers who have 
preference under law. In the Pacific Northwest where the power shortage is 
more acute, Bonneville expects additional power supplies to be rapidly absorbed 
by utilities serving the public, including publicly owned systems having priority 
under law. The Northwest power shortage is expected to last at least until 
1954 and possibly longer, depending upon the rate of completion of Federal dams 
now under construction. Even if the shortage is relieved by that date, Bonne-~ 
ville does not expect to have at that time more than a small amount of power 
available for primary aluminum, possibly 100,000 to 200,000 kilowatts, sufficient 
for only 100 to 200 million pounds of new capacity. 

If additional Federal dams are authorized, the aluminum industry can easily 
be taken care of along with other essential industries and atomic developments 
that may expand with the national security program. There are a number of 
waterpower sites throughout the country that will be more economical than coal, 
gas, or oil. Some of them in the Pacific Northwest would not be needed for other 
uses because of the huge untapped power potential on the Columbia River system.” 

Power from these sources would be about the lowest in cost available anywhere 
in the country, even after allowing for increases due to rising construction costs. 
The St. Lawrence project can generate energy at the site for 1.6 mills per kilowatt- 
hour at cost levels of May 1947.% This cost is for an average of prime and other 
energy. It would be somewhat higher for the prime type of energy needed by 
the aluminum industry, available 24 hours per day throughout the year. In the 
Pacific Northwest there are a number of undeveloped power sites from which 
energy could be sold, based on 1948 construction costs, at not much more than 
2.5 mills per kilowatt-hour of prime power at 100 percent load factor delivered 
to the aluminum plants 

It is apparent that a Federal power program for the aluminum industry would 
be the most desirable solution in low costs of power and in conservation of scarce 
fuels. It would contribute most to the national welfare and security. The 
time required to make the engineering surveys and to complete the projects 
selected would at least run up to 5 or 6 years—or by 1954. The President’s 
Air Policy Commission believes that by 1953 other nations will have the atomic 
bomb and that this Nation should then have the military and industrial power 
to protect itself. Therefore, the time to formulate this Federal power program 
is now—in 1948. 

RECOMMENDATIONS 


1. It. is recommended that the Federal agencies most concerned with the 
national security and with power meet with representatives of the aluminum 
industry and the private utilities. Investigations should be made of the con- 
tributions that can be obtained through additional aluminum imports from 
Canada and from power expansion financed by the industry and the utilities. 
The amount of power that should be provided by Federal projects should be 
determined and a list of projects should be prepared according to strategie loca- 
tion and economy of cost. This program should then be transmitted to the 
President and to the Congress. 

2. Legislation should provide for sufficient power expansion to take care of 
other security needs, including atomic developments. Power should be made 
available on terms that will: (1) recover the Federal investment chargeable to 
power; (2) give the Federal stockpiles and other security needs a prior claim on 
the materials produced; and (3) prevent monopolization of the power and encour- 
age competitive markets. 


22 A partial list of hydro projects from which a final selection would be made is as follows: 


Kilowatts 
of prime 
power 

Ot, Lanererien Geeties, TVG TUNEe wo occ cece cen dewc wee cccn Ue ee abet nti ciao 570, 000 
Priest Rapids, Wash ___..-......--.. ~—qteel 4a 4-6h0d> Hos-ed--:85%45i-.nil- @ 760, 000 
ine tidtiner ed tevenen- seinen arr ntettehne~Bee- sopra eres ----+--- * 720,000 
Sean ree ore in, ae ce eee teen ee a ttng Wasa snemnn totem aeetos ac 90, 000 
Paradise, Mont__._-- 0023.40. JURORS. SAt Jai. Donde. Yen. 26. 27a ... $10,000 
NOU CRIN Rh bins | Shc ab ecsic pce «4661544 b des - <n de <5 - AG ~ 43S IRD ~~ 5 510, 000 


® These figures include power benefits from water stored at Paradise and Glacier View Dams. 
This storage would also add 700,000 kilowatts more of prime power to existing or scheduled dams on 
the Columbia River system. 


2% Federal Power Commission, Bureau of Power, Power Market for United States Portion of the Barn- 
hart Island Project, St. Lawrence River, May 1947, p. 55, 








628 ALUMINUM INDUSTRY 


AppENDIx TABLE 1.—Production of aluminum and other metals in the United States, 











1939-47 
[Short tons] 
ay 
eb | Primary | Steel (ingots Refined Stainless Refined Zinc pri- 

| aluminum jand castings) copper steel lead mary slab 
mk aablls S seanndmaiiiaical centennial celiac 
100s Juszolseld eo ws | 168,545 | 52,798,714 818, 289 179, 620 497, 991 507, 236 
1” aaa Sea se a 206,280 | 66, 982,686} 1,083, 710 249, 980 585, 480 675, 275 
or aoe 309,067 | 82, 839, 259 1, 065, 667 371, 984 634, 888 822, 020 
Wei o..eus 521,106 | 86,031,931 | 1,135,708 | 340,780 | 683.818 891. 872 
WB i iki ce. ustancctisl 920,179 | 88, 836, 512 1, 206, 871 457,448 | 546, 673 942, 309 
ed hosois _..--------| 776,446 | 89,641,600 1, 098, 788 477, 498 538, 618 869, 302 
eo. beg | 495, 060 79, 701, 648 843, 113 542, 904 524, 328 764, 561 
1908) i 409, 630 | 66, 600, 000 604,071 |.....-.----- | 413, 903 729, 400 
Wcaoiavals viccas 571, 750 | 184,700,000 | 41,200,000 |_......-.... |. 1§76,900 |..2..222.2.. 


1 Estimated by Steel. 
Sources: Bureau of Mines, American Metal Market, and Steel. 


AppENDIX TARLE 2.—Prices, production and consumption of aluminum in the 
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United States, various years, 1930-47 
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Price Appar- num (short tons) | all aluminum 
OIG Te ee aoe _| products 
pound ! | sump- including 
(cents) | Produc- | Imports? | Exports? tion 3 ingot 
som | (crude and | (crude and (short tons) 
semicrude) | semicrude) 
i Proms 3S 
114, 519 13, 386 9, 597 | 4 118, 307 (8) 
59, 648 11, 298 2,460 | 468, 486 (8) 
| ‘ 163, 545 9, 290 36, 632 167, 645 6 225, 000 
Rae od 20 -17 | 206,280 | 17, 436 26,886 | 227,017 ro) 
1941_______- 7 -15 309, 067 13, 358 7,405 | 302, 788 (8) 
Wi. 15 -14 521, 106 112, 112 38, 747 588, 969 699, 000 
en 14 | 920,179 135, 581 117, 624 877, 349 1, 085, 000 
aa 14 776, 446 100, 969 188,108 | 671,072 1, 244, 000 
1945. ......-- 14 495, 060 334, 125 5, 741 696, 918 899, 000 
a | 14 409, 630 42, 607 16, 694 575, 687 765, 000 
asain 14 571, 750 | 15, 610 62,333 | 571, 760 924, 000 


| | i 





Source: Bureau of Mines, War Production Board, and Department of Commerce. 

1 98-99 percent aluminum ingot in 1930 and 99 percent plus for other years. Since December 1942, price 
applies to virgin pig. 

2 Excludes scrap and secondary aluminum for years 1939 and later. 

3 Figures include withdrawals from poseers stocks of 31,443 tons in 1939; 30,187 tons in 1940; 55,320 tons 
in 1944; and 26,334 tons in 1946; and additions to producers’ stocks of 12,232 tons in 1941; 5,502 tons in 1942; 
60,787 tons in 1943; 26,224 tons in 1945; and 827 tons in 1947. In 1944, the Metals Reserve Company added 
73,555 tons to the Government stockpile and in 1945, 100,302 tons; in 1946, Metals Reserve disposed of 113,990 
tons and in 1947 47,560 tons. 

4 Figures do not include withdrawals or additions to inventories. 

; — available. 

Sales. 


T Preliminary. 
8 Estimated. 


APPENDIX 3 


ALuMINUM CoMPANY OF AMERICA, 
Pitisburgh, Pa., April 23, 1948. 
Dr. Pau J. Raver, 
Administrator, Bonneville Power Administration, 
United States Department of the Interior, Portland, Oreg. 


Dear Dr. Raver: As you state in your letter of April 16, 1948, it would seem 
essential that any survey of additional power requirements should adequately 
recognize power so badly needed for the expansion of the aluminum industry. 
You ask our opinion as to the minimum amounts of additional power which 
should be made available to the entire aluminum industry in each of the years 
1948 to 1952, inclusive, in the Pacific Northwest in order to meet the demand 
for aluminum under peacetime conditions, as well as our estimate of how much 





i 
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additional power Alcoa itself would probably need in the Pacific Northwest 
during this same period. 

Considering first the power required for the reduction of smelting of aluminum, 
I am sure it is recognized by all who are in any way familiar with the aluminum 
industry that the present capacity for aluminum production in the United States 
of approximately 1,250 million pounds per year is grossly inadequate. The true 
market requirements are somewhat confused due to the shortage and constantly 
increasing prices of competing metals and materials. However, it would seem 
that an estimate of requirements for normal domestic markets and normal exports 
for 1948 would probably be about 1,800 million pounds. On a most conservative 
basis these requirements should grow to not less than 2 billion pounds for 1952. 

On the basis of these estimates the domestic aluminum industry is short 550 
million pounds of production in 1948 and this shortage will increase to 750 million 
pounds in 1952. Converting these to power requirements, the 1948 shortage is 
approximately 550,000 kilowatts and the 1952 shortage 750,000 kilowatts. 

While some of this additional power needed by the industry for the production 
of aluminum may be made available in other sections of the country, the po- 
tentialities of the Northwest for the supplying of power at a price which can be 
paid by the aluminum industry are so much greater than for any of the other 
sections of the country that it seems to me rather obvious that you in the North- 
west have an opportunity to obtain the greater part of this expansion. It would 
be my opinion that you certainly should prepare for at least half of it and I 
believe it would be more realistic for you to expect not less than two-thirds of it. 


x ” “ * * * a 


You will of course recognize that this analysis and these forecasts are merely 
our best opinions. We are glad to give them and hope they will be helpful not 
only in solving some of your own problems but also in solving the major problem 
confronting the aluminum industry, namely, the availability of power for the 
much needed expansion of that industry. Inasmuch as this analysis is based on 
peacetime requirements, it is obvious that the problem the aluminum industry 
faces of adequate expansion for emergency defense requirements is an enormous 
one. As you state in your letter of April 16, thet is to receive separate 
consideration. 

Very truly yours, 
I. W. Wiuson, Vice President. 
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Section V. Releases of the Office of Defense Mobilization relating 
to aluminum, electric power, and other expansion goals 


(1) Revease or Aucust 11, 1955, SuspenpING 38 Goats 


EXEcUTIVE OFFICE OF THE PRESIDENT, 

OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C. 
For immediate release Thursday, August 11, 1955. 

Arthur S. Flemming, Director of Defense Mobilization, signed today a Defense 
Mobilization order suspending the issuance of certificates of necessity for a wide 
variety of materials, equipment, and facilities. 

At the same time he ordered the closing of 19 expansion goals, which brings to 
167 the number of expansion goals closed since December 3, 1953. A total of 
225 goals had been established. Mr. Flemming said that a review just completed 
of the 19 goals indicates that there are sufficient facilities or capacity to meet 
defense needs in these areas and that all pending applications are being denied. 

The order—DMO-VII-6, supplement 1—becomes effective immediately. 

Under suspension is a total of 38 expansion goals covering, among others, such 
items as commercial carrier aircraft, electric power, primary aluminum facilities, 
freight cars, and petroleum. 

The 38 suspended goals are now being reviewed to determine whether adequate 
productive capacity exists to meet defense mobilization needs. When the review 
is completed the goals will either be reopened or closed. Meanwhile, there will 
be no further processing of pending applications for certificates of necessity nor 
of new applications which may be received. . 

Unchanged at this time by Mr. Flemming’s order is a total of 20 expansion 
goals which, pending review, will remain open because of their direct defense 
relationship. He emphasized that a review will be made in the case of each of 
these goals after the review of suspended expansion goals has been completed. 

Mr. Flemming said he suspended the goals in order to prevent inequities from 
developing while the review is being made. It has been underway since early 
June when ODM called upon agencies concerned with mobilization for recom- 
mendations regarding the open expansion goals. 

The new Defense Mobilization order does not affect the minerals exploration 
program which is being carried out by the Department of Interior. Under that 
program the Government advances funds to finance a portion of the costs for 
private prospectors who are seeking new domestic sources of minerals and metals 
important to national defense. 


he attached order lists the closed, suspended, and open goals on which action 
was taken today. 
VII—Prod—D MO-6 
Supplement 1 
August 11, 1955 


EXEcUTIVE OFFICE OF THE PRESIDENT, OFrricE OF DEFENSE MOBILIZATION 
DEFENSE MoBILIzATION OrpER-VII-6 


SUPPLEMENT 1 
Subject: Expansion goals. 
By virtue of the authority vested in me by Executive Order 10480 of August 
14, 1953, the following is hereby ordered in connection with expansion goals and 


certificates of necessity issued pursuant to sections 124A and 168 of the Internal 
Revenue Code: 
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1. Closed goals— The issuance of certificates of necessity shall be discontinued 
immediately in connection with the expansion goals included in list I attached 
and all other goals previously closed. 

Applications for certificates of necessity currently pending in these closed 
goal areas shall be denied immediately. Such applications received hereafter 
shall be rejected immediately. 

2. Suspended goals —The issuance of certificates of necessity shall be sus- 
pended immediately in connection with the expansion goals included in list II 
attached. Applications for certificates of necessity currently pending in these 
suspended goal areas together with any such new applications received hereafter 
shall be held in suspension until a decision is announced either to open or to close 
the goals involved. 

3. Open goals.— The issuance of certificates of necessity shall continue in ac- 
cordance with the present or appropriately revised terms of the individual ex- 
pansion goals included in list III attached and in accordance with regulations 
and policies heretofore or hereafter established by competent authority. 

4. General provisions.— Applications for tax amortization which do not fall 
within the scope of an open or suspended goal shall be denied. Future decisions 
to open, suspend, close or otherwise modify expansion goals shall be accomplished 
by further supplements to this order. 

5. This order shall take effect on August 11, 1955. 


Orrice oF DerensE MosBIizaTION, 
Artuur 8S. Fremmine, Director. 


List I.—Closed 





Goal No. | Title | Delegate agency 
| 
151 Adgbeshes chey atte: 3.2... sbi ts. CSL L SEGA Ch. WE Interior. 
119 | ERRIEID. «nao i- cm epataeenes eet - qubaagh aah Sateen od Laphleg sd) BOSS Do. 
118 idan ary Wana ote snd cams beaemiedaemasen + ou Do. 
19 | Cuenta, apeieemetes oo ee ee Do. 
21 Obpomntte vetrastetyissii 3 5 sis WLLL A AT SH Do. 
133 Coal, Territory of Alaska.__............-.. betcha débdiei-ddd ade Do. 
11 ees Gn SRD GO. nnn cc encmioensd <nenteine dicen Do, 
197 Compressed gas cylinders...............-.------ sa iiaapaemniemmnitte Commerce. 
165 Riaameer, membgmeeeion. 2 BL LL I Interior. 
12 BORG oon ince ndceasensiwicncensecessogeeemee Bee Do. 
14 Manganese ore, metallurgical. __._...-.......-..---.-.--.------- Do. 
59 Methanol (synthetic). nc ata ras daeen a aban omnia eae Commerce. 
151 Molybdenum. - Sa i. COD. aa. A Interior 
34 Portland cement. __....-.---- a idnatpe <ypacaiiatodh~ dap aaee Commerce. 
185 lla hee a LES ALALTEEELE LLE ELLE LL GEL LEE I Interior. 
33 Tires (specific types) Re an Donen aretnirecrin tenho wadeaidaanee Commerce. 
18 (Tremamhens 13 58 SA. 635 555i 0 RR UL ae. at Interior. 
21 LW + flange structural shames .21.....<abesséenatigecsi oad. aE SS Commerce. 
22 | TED. oskasseeebeiie~obebenedenimmameniiainh ia nena wien Interior. 
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List Il—Suspended 















| 
Title Delegate agency 
| 
Afroraft, commercial... 20.0.4 nee 5 fon 22 o<nendeeejonasg-<4=rn 90+ | Commerce. 
i ait lit ne seria ed es menticascntnbaginite tinea Do. 
EC nen os mate sewelitoscety | Do. 
Aluminum, primary-..................--.- eo ES SLs Interior. 
(SAMAR ES EE TTI IE Pee eae es Ee ee Do. 
| Bauxite ical tad ita dettieiiiat ts otis nerieeatiweaa el Do. 
Chromite, chemical grade __ $7 IRON TOL IATAR INT Iie 
| es, ie i etl aston, tol ibis ai lene. 22. } Do. 
I ghd. od 8 bu 10s catia acrtlene dulegehinnis Do. 
Cryolite, a | Commerce. 
See NONE Gli osc eteu ls. 838. SL Tk Hee Tt Interior. 
| eamteeivtie pliers lcs Jost. inkl iases ess 3202112 Gomme. 
Gas mility industry, pipelines..........___- cnnatiaehtumminnas nicht, ae 
| pees. 11 et aes 2 Commerce. 
| Grain-oriented steel sheets..._.........._- Do. 
Gray iron eastings (3,000 pounds and over) Do. 
High-veltage etapa inn Do. 
Pasa waterway teeta facilities... .__..- -| ICC. 
| Inland waterway vessels (specific types) ---- -- -| Do. 
[ER ON celeeh eee caren} + due pietlay sees Interior 
FE Etta Dennecinonedantendndencnane« . Do. 
| Locomotives, SC ne ICC. 
Lumber and wood products (debarking and chipping facilities). .| Commerce. 
| Manganese ore, battery and chemical grade_...........-- -| Interior. 
| Motor truck terminal and repair facilities..............-..-...-- Icc. 
oe yg A es Se RS Shot A a Do. 
Ore carriers, oceangoing- -...........-....2-2--..2.-..----- 2-2. Commerce. 
I tn thd cnt tk tenerd nnd --| Interior. 
er . -a ah Ms 
Railroad passenger cars... ._..... ‘ -| Do. 
DG anchate Me hk 8 See So ladeinhoccoes | Interior 
| Railroad terminal and road facilities__......................-.-- Icc, 
8 manufacturing facilities, metal cans_..---.-...---.---.--- Commerce. 
arikers, ME Le sta cyultue, set fe. ee -| Do. 
| SUMMINEE MOU cag id as. 3s dn dk td 5k 3 LL _.| Interior. 
Is CUNO i oi nob en enpowesmneumepess Commerce. 
Warehousing and storage facilities._..........-...-...--....--.. ICC, 
| 
List I1I—Open 
Title Delegate agency 
DID i i sn ininin cbt eaisinjatcti dgeieth gels -Lighds <debiies <i Interior. 
Aluminuin sheet-producing and heat-treating facilities.........- Commence 
ian iene hentai oadintiamne en bhanhabenneemndeum nee esine nverior 
Heavy aluminum aircraft forgings -_.................-----.----- Commerce 
ORO NGO ia iis bios Das ds Shes dp bbe habs oo So sills Do. 
Laboratories, research and development (defense) - - . .--. Sustain ae Do. 
Soma supplies and equipment. __........-....-.-.-.---------| Do. 
BOE b uk tend pnccn Pali akee be cddedctidancss Wem teteba sed Interior 
I ies. itis ths bike isdn B4tp d0 3X eelBE bids ~tkk Wee ddkbkodi Do. 
Power facilities for military, atomic energy, and defense related | Do. 
—P facilities for military and atomic energy procure- | Commerce 
ment. 
Nis dade eléentonterdshividneen-wenvernsel Do. 
etn heen acest n tain atetaanisenasatiaieeaiest Interior. 
ee eenLL; HeCt UI Us dab iad. Commerce. 
UNG 2s Sh 5 Sak isc ahin Sb si bse sabe ededkis Do. 
I i etl in eal n Do 
es NG oan an Se cnancaneceecetqeosnconccares Do. 
Titanium melting facilities. .........................--.--.----- Do. 
Titanium processing facilities.................--...-.-.---- eS Do. 
Welded oie TE ceils ch i ahinnalins Bahendlnadhvass< Do. 
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(2) RELEASE oF SEPTEMBER 22, 1955, ON THE CLOSING OF THE ALUMINUM 
Expansion GOAL 


EXECUTIVE OFFICE OF THE PRESIDENT 
OrFricE or DEFENSE MOBILIZATION 


For immediate release No. 434 
September 22, 1955. 


The primary aluminum expansion goal was closed today by Arthur S. Flem- 
ming, Director of Defense Mobilization, after consultation. with members of the 
Defense Mobilization Board. 

The goal, which called for annual capacity of 1,746,000 tons by 1955, was closed 
because capacity in place, under construction and planned will reach a total of 
1,778,000 tons, exceeding the objective of the expansion goal by 32,000 tons. 

Goals generally are closed whenever the total capacity—in place, under con- 
struction and planned—equals or surpasses stated objectives. 

The anticipated capacity of 1,778,000 tons consists of 1,533,000 tons of capacity 
now in place; 65,000 tons under construction by the Aluminum Company of 
America; and planned expansion of 180,000 tons, of which Harvey Machine Co., 
Inc., plans 54,000 tons, Olin-Mathieson Chemical Corp. 60,000 tons, and Alcoa 
66,000 tons. 

The Alcoa expansion program is being undertaken by the company without 
Government assistance. Certificates of necessity permitting rapid tax amortiza- 
tion have been granted to Harvey and Olin-Mathieson, and are still in effect. 
Harvey also has a purchase contract which grew out of a detter of intent issued 
in May 1953 and recently, due to special circumstances, the Government agreed 
to provide Harvey with additional assistance if the company could not obtain 
private financing. 

Mr. Flemming said anticipated total capacity, which does not include tentative 
plans by other companies, appears sufficient to meet current stockpiling and de- 
fense programs as well as the needs of the military, military supporting facilities 
and the essential civilian economy in the event of a defense emergency. 

Government assistance for creating additional capacity, Mr. Flemming said, 
therefore no longer is warranted and applications on file for necessity certificates 
will be denied. Should anticipated expansion not materialize, the ODM Director 
said the goal would again be reviewed and reopened if necessary. 

Of a decision is made to reopen the goal applications now pending will be con- 
sidered in the order they were filed. Mr. Flemming said also that a company’s 
pending application for a certificate of necessity would not be prejudiced if it had 
started construction of a facility and the goal subsequently was reopened. 

Mr. Flemming stated that, as has been the case in the past when goals have been 
closed, any firm that feels that the closing of the goal has resulted in its being 
accorded inequitable treatment, may file a statement setting forth its grounds for 
such a conclusion. Such a statement will be given consideration and if equitable 
relief is called for it will be granted. 

Rapid tax amortization and other authorized Government assistance have been 
made available when such assistance was found to be the incentive necessary to 
bring about the building by private enterprise of capacity required to overcome 
deficits in mobilization production facilities. 

With Government assistance production of the industry has doubled since 1950. 
In addition to meeting defense needs the civilian economy has benefited from 
increased supplies of the metal. 

Mr. Flemming noted that the present tight aluminum supply stems almost 
entirely from unprecedented civilian demand occasioned by new uses for the 
metal and the high level of civilian industrial aetivitv. The problem of meeting 
civilian demand, he said, obviously is the responsibility of private enterprise. 


(3) RELEASE oF SEPTEMBER 29, 1955, ON THE REOPENING OF 11 Expansion GOALS 


EXEcUTIVE OFFICE OF THE PRESIDENT, OFFICE oF DEFENSE MOBILIZATION 


For immediate release, Thursday, September 29, 1955. No. 439 


Reopening of 11 and the closing of 25 expansion goals of the 38 suspended 
August 11 was announced today by Arthur 8S. Flemming, Director of Defense 
Mobilization. Of the two other goals iron ore taconite remains on the suspended 
list while the primary aluminum goal was closed September 22. 
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One of the reopened goals covering the petroleum field is being reissued as 2 
separate goals, bringing to 33 the number of expansion goals still in force. 

Of the 33 open goals, 21 relate to production facilities, 7 cover materials, 4 deal 
with transportation and 1 with research laboratories. 

The actions taken were based on a review by ODM of delegate agencies’ recom- 
mendations concerning the availability of facilities, equipment and materials for 
full mobilization requirements and conform to a policy—Defense Mobilization 
Order III-1, Supplement 1—issued today concerning the establishment of ex- 
pansion goals. 

Since the inception of the program in 1951 there have been issued 226 expan- 
sion goals outlining gaps in the mobilization base. The objectives set were 
attained in more than 150 of the 192 closed goals, the balance having been closed 
because of a downward revision in requirements or because experience has demon- 
strated that the tax amortization incentive has not resulted in any appreciable 
progress in the direction of reaching the goal. 

Ten of the reopened goals were revised as follows: 

The commercial carrier aircraft goal was increased to 900 aircraft for which 
firm orders must be placed by December 31, 1955. The original goal was for 600 
aircraft on which production was to begin before June 30, 1955. 

The domestic petroleum goal which called for refining capacity of 8,750,000 
barrels a day by January 1, 1956, was increased to 9 million barrels a day by 
January 1, 1957. 

Applications for necessity certificates on the electric power, high-voltage switch- 
gear, and power and distribution transformer expansion goals must be filed by the 
close of business December 31, 1955, to be eligible for consideration. , 

The freight-car goa] will cover those cars for which construction is authorized 
or firm orders placed by December 31, 1955. 

The target date for the expansion goal of manganese ore of battery and 
chemical grades was extended to December 31, 1955. 

The expansion goal for domestic production of synthetic glycerin was increased 
57 million pounds to 185 million pounds of annual capacity for which applications 
for necessity certificates must be filed by June 30, 1956. No change was made in 
the natural glycerin segment of the goal. 

The expansion goal for the supply of chemical grade chromite for chemical use 
was set at 225,000 long tons of annual production to be reached by December 31, 
1956. 

The rutile expansion goal was raised 10,000 tons to 35,000 tons to be achieved 
by December 31, 1955. 

Five goals on the open list were revised as follows: 

The alkylate goal was revised to provide 55,000 barrels of productive capacity 
a day by January 1, 1957, an increase of 25,000 barrels a day. 

The research and development laboratory expansion goal was confined to 
cover only those laboratories having contracts directly relating to defense research 
and development. The construction of such laboratories must be completed by 
December 31, 1956. 

The target date for the supply of mercury was advanced to December 31, 1957. 

The selenium expansion goal was confined to primary domestic sources of supply 
and the target date advanced to June 30, 1958. 

The target date for the supply of copper was extended to December 31, 1955. 

Applications for necessity certificates received by ODM after August 11 on any 
of the goals closed today will be denied. Those pending on August 11 will be 
denied unless they qualify under the following rules: 

(a) Any application filed more than 60 calendar days prior to the date of 
suspension or closing of the applicable goal, whichever is earlier, shall be con- 
oyseeNet Le certification under the terms and conditions of the expansion goal 
involved. 

This means that applications will be eligible for certification on the basis 
of priority of filing and other factors to the extent of the unfilled portion of 
the goal at the time of suspension. 

(b) Any application filed within 60 calendar days ne to the date of sus- 

nsion or closing of the applicable expansion goal, whichever is earlier, shall 

considered for certification only when it is determined by the Government 
that an : pation covering similar facilities, filed on the same or a later date. 
was cert ‘ 
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The following table indicates the pending applications, filed with ODM either 
earlier than or within 60 days of August 11, on the goals closed today: 


Filed within 60 | Filed more than 60 
| days prior to days prior to 

Goal Title Aug. 11 Aug. 11 

No. | 







220 | Airport facilities...............--....- 
Fe Ee aa a 
oy SE To <0 <n cntnncnnnetennenei ree a ete | 
83 | Cryolite, synthetic 

130 | Electrolytic tin plate... ...--- th corre 


171 | Gas utilities industry, pipelines... .. 
214 | Grain-oriented steel sheets..........._. 
204 | Gray iron castings-_. 2 
218 | Inland waterway terminals. 
98 | Inland waterway vessels 
132 | Iron ore_-_-. 
152 | Locomotives, ‘iesel._.--- 
96 | anhe and wood products (debarking and chipping | 
facilities) - A | 
216 | Motortruck terminal and repair facilities 
Ore carriers, Great Lakes_ 
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113 | Ore carriers, oceangoing---.........-.---- 


65-c | Natural gas liquids__~_......- See 10 4 833 
GB-G ) RE PII on 3 op cep e se cpecnsnsncespaneon 15 5 | 996 
GS-6 |) Petrebemmn Cee sci eK a Se ee 40 4 883 
219 | Port facilities.._._.....-- wincldcu dbstpieeile de aakstee ee 0 1 378 
321 | Ratiroed DassenGer CREB. diene ccs tvecshivinecrnebenee | + 355 2 836 
135 | Railroad terminal and road facilities__.................- 70 4,221 | 1 219 
114 | Special manufacturing facilities, metal cams-_-.--._.....--! 2 797 0 : 
19) | Titenions mabtels Huis -wissidhdxi wet -pansciducddatens aid | 2 12, 550 | 1| 24,842 
217 | Warehousing and storage facilities_..................... 4 3, 333 1 | 175 


The attache cilities DMO VII-6, supplement 3, lists the goals closed today and 
all of the open goals. 





(4) ODM Srarr Paper, Janvary 11, 1956, Reviewrnc THE ExLectric POWER 
EXPANSION GOALS 


IDAHO PowErR Co.——HyYpDROELECTRIC PROJECTS ON THE SNAKE RIVER aT OxBow 
AND BROWNLBE, OREGON AND IDAHO 


I. EXPANSION GOAL NO. 55—BLECTRIC POWER 


In 1950 the Defense Electric Power Administration was created in the Depart- 
ment of the Interior to “exercise defense control and expansion functions with 
respect to the Nation’s power industry.” Its functions included the “programing 
of power supply expansion.” 

he Defense Electric Power Administration’s first major undertaking in 
cooperation with an Electric Power Advisory Committee, appointed by the 
Administrator of the Defense Production Administration, was a detailed study 
to determine the probable peak powerloads for the years 1951 through 1954 and 
the generating capacity needed to meet such requirements. 

In 1950, after the outbreak of hostilities in Korea, electric power consumption 
began to increase rapidly, and the pesnoes in 1950 was 14 percent above the 
peak of the previous year—by far the largest single year increase in the history 
of the industry up to that time. This unprecedented load increase lowered the 
industry’s margin of reserve to 6 percent, considered by the Defense Electric 
Power Administration to be below that necessary for maintenance and emergency 
outages of equipment. In December 1941 reserves margin for the country as a 
whole were 22 percent. 

As a result, the Defense Electric Power Administration in 1951 developed a 
power expansion program. The objectives of the program were summarized by 
the Defense Electric Power Administration as follows: 

1. To serve the rapidly increasing civilian load without curtailment. 

2. To serve the superimposed defense program. 

3. To restore an adequate capacity margin for maintenance and emergency 
outages, and for unscheduled additions to load. 

Its study disclosed that the power consumers who planned sharp increases in 
their requirements were the Atomic Energy Commission and certain industries 
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in the process of major expansion, such as aluminum, steel, chemicals and various 
nonferrous metals. The estimated expansion for the Atomic Energy Commission 
was 1,900,000 kilowatts. For aluminum expansion 1,500,000 kilowatts was 
neadett of which around 80 percent would be generated by the aluminum industry 
itself. 

As a part of the study, private and public power organizations were asked to 
report power expansion projected for the years 1950, 1951, and 1952. It was 
found that, before the outbreak of hostilities in Korea, a 17 million kilowatt 
expansion program was planned for the 3 years. It was then agreed to by the 
combined staff of the Defense Electric Power Administration and the Defense 
Production Administration that a 27 million kilowatt expansion would be needed 
through 1953. The difference of 10 million kilowatts indicated the increase 
needed to meet defense requirements and the resulting acceleration of outlays of 
private capital. 

To meet the power demands of defense mobilization and the expanding economy 
by the end of 1953, a 3-year 27 million kilowatt expansion program was considered 
a minimum by the Defense Electric Power Administration—7 million increase in 
1951, 9% million in 1952, and 10% million in 1953. 

The Defense Electric Power Administration’s Report, dated December 13, 
1951, which carried the required expansion through 1954, showed a need for an 
increase in power facilities of around 30 million kilowatts during 1952, 1953, and 
1954 over the anticipated base of 75 million kilowatts at December 31, 1951. 

In October 1951, the Defense Production Administrator had appointed the 
Electric Power Advisory Committee under the chairmanship of Edward W. 
Morehouse, vice president of the General Public Utilities Corp., to “‘inquire into 
the country’s requirements for electric power and energy for defense and other 
purposes.” 

On December 31, 1951, the Morehouse committee reported to the Defense 
Production Administration ‘the 30 million kilowatts of new capacity now planned 
by the electric systems of the country to meet these demands, including necessary 
ret is not in the aggregate excessive. If anything, the total capacity is too 
small.” 

About the same time as the Morehouse committee was appointed, the Joint 
Committee of the Congress on Defense Production, headed by Senator Maybank 
ordered an investigation of the electric power program to determine its adequacy 
to support defense mobilization needs, and on January 15, 1952, the committee 
reported widespread difficulties regarding allocations of materials for increasing 
the electric power production capacity. 

After careful consideration of the Defense Electric Power Administration and 
the Morehouse reports, the Defense Production Administration’s staff recommen- 
ded to the Administrator that a goal be set to provide incentive for a 32 million 
kilowatt expansion for the 3 years through 1954. This was partially based upon 
TT information regarding the expansion of the Atomic Energy Commission’s 
plant. 

Accordingly, on Mareh 19, 1952, expansion goal No. 55 for electric power was 
established at 107 million kilowatts by December 31, 1954, an increase of 32 
million kilowatts above the December 31, 1951, capacity of 75 million. This 
action was taken by the Deputy Administrator of the Defense Production Admin- 
istration for Program and Requirements. The goal called for an expansion of 
appemmimately 9 million kilowatts during 1952, 11 million in 1953, and 12 million 
in 1954, 

On August 26, 1952 expansion goal No. 55 was revised to provide for 117 million 
kilowatts by December 31, 1956, with expansion scheduled as follows: 


Year: Million kilowatts | Year—Continued Million kilowatts 
ROB riick eewal keteses 7 MG ded lo edack ts. dwoawde 12 
Mir tiutialondiinioma cess 10 $OG6i53 24 iiss . viiseosad — ut. £ 1 
Gide0 0+ 4609 Inia l--adebl 12 


This revision provided for 42 million kilowatts above the December 31, 1951 
capacity of 75 million kilowatts, an expansion of 56 percent in 5 years. This 
action was also taken by the Deputy Administrator of the Defense Production 
Administration for Program and Requitedbénte: 

From the begirning of the program a major objective was to encourage utilities 
to install blocks of capacity which would Eteeed their normal needs, that is, to 
build generating capacity in advance of the time required to meet their ordinary 
load growth patterns, and thus provide a mobilization reserve. 
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During November of 1953 the electric power program was reviewed by the 
staff of ODM in conjunction with the staff of the Defense Electric Power Admin- 
istration. At that time the expansion goal still called for 117 million kilowatts by 
December 31, 1956. Up to November 1953 certifications for tax amortization 
under the goal were as follows: 


Amount certified____________. sacietaramare e:slhaendiiedis didi hae $4, 227, 638, 000 
FRTUIORIIS GUT nn oe. csi wna bee al Be ie ead $1, 902, 150, 000 
Cones Tit Mineweb, nn. ok one Se sendnaseiiee cabana 21, 000, 000 


The Defense Electric Power Administration reported its belief that the require- 
ments of expansion goal No. 55 as scheduled would be met by the end of 1956 and 
recommended its closing at that time. 

Since the expansion goal covered a period of 3 years in the future—1954, 1955, 
and 1956—and it was evident that renewed attention should be given to new basic 
mobilization assumptions and defense requirements resulting therefrom, it was 
my decision to suspend the goal rather than close it. This action was taken on 
December 3, 1953, by Defense Mobilization Order VII-6. 

After suspension of the goal the staff of ODM worked with the staff of the 
Interior Department and made a review of the situation. This afforded an 
opportunity to watch the development of the actual expansion of capacity which 
was scheduled and certified under the expansion goal prior to its suspension. 
Agreement was reached with the Department of the Saterler on basic assumptions 
for mobilization readiness and the programing period was extended from the end 
of 1956 to the end of 1958. This review was completed in early April of 1955. 
At that time, the capacity for electric power projected to the end of 1958, taking 
into account normal growth demand projections and margins for normal opera- 
tions, amounted to approximately 135 million kilowatts. That projected capacity 
was not sufficient for mobilization needs. Accordingly, on April 15, 1955, 
expansion goal No. 55 was reopened and established at 150 million kilowatts by 
December 31, 1958. The reserve capacity over peak-load estimates provided by 
this full mobilization objective was about 24 percent. This objective was designed 
to take care of requirements for full mobilization as contrasted with previous 
efforts to cover only partial mobilization requirements. 

On August 11, 1955, expansion goal No. 55 was again suspended under Defense 
Mobilization Order VII—6, supplement 1, as part of a general review of all goals. 
The goal was again reopened on September 29, 1955, with the modification that 
applications for tax amortization must be filed by December 31, 1955, in order 
to be eligible for certification. Certifications under the reopened goal are as 
follows: 


Fs AE EOE 5 sicencirin ns ones eh nti ae Sinead $1, 198, 766, 000 
AINOUDt RIMGTMSO 5.5. «ain nick << cs eisle he rebhimcn ines quintile x $494, 100, 000 
CORIIIEES Th SLATER... «i nom >t asebintny eresdenrweneinerent edema 5, 900, 000 


Applications for tax amortization under the electric power goal are subject to 
the National Dispersion Policy. Under this policy electric power projects are 
not eligible for tax amortization unless they are located outside congested urban 
areas as determined by the Department of Commerce and away from major 
military installations and key defense industrial facilities as determined by the 
Department of Defense. 

The sole objective of the expansion goal is to encourage the investment of 
private capital in electric power facilities to increase total capacity by December 
31, 1958, to a level sufficient to provide a margin for national defense in the event 
of mobilization. 

Il. IDAHO POWER CO. APPLICATIONS 


In August 1953, the Idaho Power Co. filed applications TA-26407 and TA- 
26500 for necessity certificates for two wioneend power developments on the 
Snake River at Oxbow and Brownlee, Oregon—Idaho. Total cost is estimated at 
$103,081,970. It has been the practice of the certifying officer to postpone 
final action on such applications until a license has been issued by the Federal 
Power Commission. 

On August 4, 1955, the Federal Power Commission granted licenses coveri 
the two projects; construction of the Brownlee unit to start within 1 year, an 
Oxbow within 4 years. After issuance of the licenses by the Federal. Power 
Commission, the applicant requested that final action be taken on the applica- 
tions. Accordingly, the Department of the Interior was requested to submit 
its recommendation. 
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On October 25, 1955, the Department of the Interior recommended to the 
Office of Defense Mobilization the issuance of necessity certificates on both 
projects for the following reasons: 

“The Oxbow and Brownlee hydro projects of the Idaho Power Co. will con- 
tribute to the power supply shortage in the Pacific Northwest. Reserves in 
the west group are materially lower than what is considered adequate. Under 
adverse water conditions there are no reserves and the dropping of interruptible 
loads becomes necessary to meet firm-load commitments. 

“The minimum stream flow of the Columbia and Snake Rivers occur at different 
times during the year. The reserve water storage at Brownlee and the 230 
kilovolt transmission facilities integrating Oxbow with the west group can make 
a substantial contribution to overcome the indicated deficits in the west group 
with both direct transfer of power and downstream of storage water from the 
Brownlee project. 

“The Idaho Power Co. has been purchasing capacity from the Utah Power Co. 
The Utah Power Co. is compelled to withdraw this capacity to Idaho in order to 
meet their own power requirements. 

‘‘The normal load growth and the new power requirements of the Atomic Energy 
Commission along with the loss of purchased capacity from the Utah Power Co. 
makes it essential for the Idaho Power Co. to add new generation to their system. 
This will, in effect, add materially to the capacity needed to meet the requirements 
of the present defense industries and any new defense loads that might be located 
in the Pacific Northwest.”’ 

In addition to the data contained in the recommendation from the Department 
of the Interior the following pertinent facts have been established: 

(a) Both applications were filed within the time limit specified in the goal. 

(b) Applicant must comply with the provision of the goal that the added 
capacity to deliver power will be available by December 31, 1958, or the 
certificate will be invalid. 

(c) The site of the power development is outside congested urban areas 
and away from major military installations and key defense industrial 
facilities. 

(d) The capacity to be added by these projects fits within the total 
quantity covered by the goal. 

(e) Other hydroelectric power developments have been certified in the 
past when all requirements of the pertinent goal were satisfied. 

Accordingly, both applications are certifiable under goal No. 55, ‘‘Electrie power.”’ 


Ill. GENERAL OBSERVATION 


Opinion No. 264 of the Federal Power Commission issued December 4, 1953, 
on the matter of “treatment of Federal income taxes as affected by accelerated 
amortization” contains the following pertinent statement: 

“While it is clear to us that Congress, by the enactment of this law, did not 
intent to make gifts to the customers of the public utilities and natural-gas com- 

anies which received certificates, it is equally clear that Congress did not intend 
provide a temporary fund to these companies which could be diverted to the 
payment of dividends to their shareholders. Since the possession of necessity 
certificates is essentially a deferment of tax liability, the accruals for taxes in 
excess of those actually paid should logically be treated, not as free and un- 
restricted income, but earmarked to provide for the future of such liability. 

“Consequently, we will take all steps necessary to insure that provision is made 
for meeting the deferred tax liability and the temporary savings produced by the 
deferral of taxes are not used, directly or indirectly, for the payment of dividends, 
but are used for the purposes intended, namely, to aid in the construction of the 
facilities described in the certificate which were deemed by our Government to be 
necessary to the national defense.”’ 


IV. QUESTIONS AND ANSWERS 


The following questions have been raised in objection to the issuance of necessity 
certificates for the two projects: 

1. A court suit seeking review of the Federal Power Commission’s licens- 
ing order makes it doubtful that either of the two projects will be coustructed 
within a 5-year period—if at all. 

Expansion goal No. 55 requires that projects certified under that goal will be 
in operation by December 31, 1958. pplications which give no assurance of 
completion by December 31, 1958, are subject to denial. A condition attached 
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to certificates that are issued may invalidate the certificate if the facilities are not 
in service by December 31, 1958. 

2. The project designs and costs are not known and cannot be presented 
to ODM with any degree of reliability. 

Applications for necessity certificates which are filed with us are based upon 
estimated costs. Certificates are subject to final revision and amendment wise 
actual costs have been determined. The fact that actual costs are not know by 
an applicant at the time of filing is no deterrent to the issuance of a necessity 
certificate. 

3. ODM regulation | provides that a facility, to qualify for a necessity 
certificate, must produce a product required for national defense during the 
emergency period. These projects were planned to meet normal load growths 
within its service area. 

Expansion goal No. 55 covers power expansion to be undertaken by any class I 
utility. Most of the applications filed by such utilities are for the expansion of 
generating capacity, and when favorably recommended by the Department of the 
Interior as within the purview of the expansion goal, are normally certified by this 
otfice as being in the interest of national defense. To relate the specific contri- 
butions of each project to plants which it may supply several years later would be 
difficult in view of interconnections and the attraction of defense industries to 
areas of adequate power. 

4. You announced on September 23 that you would no longer grant 
certificates to the steel and aluminum industries. What logic underlies 
resumption of accelerated amortization for private power and suspension 
of it for steel and aluminum? 

Mobilization readiness requires an overall balance in productive capacity and 
supply, which must be evaluated individually. There are many industries, 
necessary for war production, which have been offered no incentive to expand. 
The review of these three industries, conducted with the aid of the delegate 
agencies involved and the Defense Mobilization Board, provided the necessary 
data to determine that the need for expansion in electric power generating capacity 
is sufficiently urgent to warrant tax amortization as an incentive. 

5. If Idaho Power is given 65 percent accelerated amortization on its 
$103,082,000 expenditure it would result in Federal tax savings of $31,357,000 
during the first 5 years of operation of Brownlee and Oxbow which constitutes 
an interest-free loan to Idaho Power. 

The company saves intzrest on deferred tax payments, which amount it might 
otherwise have to borrow. The Government pays interest on borrowed money 
to make up for the tax loss. Starting the sixth year the Government gets increased 
tax revenue because smaller deductions are available to the company and, at 
the end of the useful life of the facilities, the Government has received the deferred 
taxes. The net cost to the Government is the difference between the interest it 
pays on the amount of the interest-free loan and the interest it saves on the 
greater tax payments which start with the sixth year. 
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Section VI. Memorandums !eading to the third Government alumi- 
num-expansion program prepared by Samuel Anderson, Deputy 
Administrator for Aluminum, Defense Production Administration 


(1) MEMORANDUM ON ALUMINUM 
February 26, 1952 
{Declassified] 
(Background material for meeting) 


The purpose of this memorandum is to present background material for a 
comprehensive discussion of the aluminum program. It will not contain highly 
classified information, although certain classified material will be presented at 
the meeting. 

THE PRESENT EXPANSION PROGRAM 


The present aluminum-expansion program consists primarily of the construction 
and expansion of aluminum-reduction plants, together with additional alumina 
and bauxite facilities. The aluminum-reduction facilities now under construction 
or to be constructed pursuant to this program are as follows: 
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Based upon the above, our present operating forecast of the projected supplies 
of aluminum, may be summarized as follows: 


Estimated metal supplies by quarters (Not allowing for melt losses or distribution 
timelags) 


(Thousands of short tons] 


| Estimated production | Estimated Total 
fr Estimated | old and 











Quarters ee PN 1 primary and 
net imports ! | -_ os secondary 
Old plants | New plants PP supply 
wel ri ioadi ly Sei eiG ct) couie ls ea, let ad 
i 
4th quarter 1951 (actual) __ 209. 9 | 7.3 22.3 | 61.2 300. 7 
ist quarter 1952 (estimated) -- 213. 4 12.5 26.2 | 62. 4 | 314.5 
2d quarter 1952 fctimate) 4 215. 0 31.5 25. 1 | 61.5 | 333. 1 
3d quarter 1952 (estimated) ___. 217.5 | 68. 6 32.4 68.0 | 386. 5 
4th quarter 1952 (estimated) - --- 194. 6 | 79.7 30.2 70. 7 | 375. 2 
Ist quarter 1953 (estimated) --_- 190. 3 | 105. 7 25.1 77.8 398. 9 
2d quarter 1953 (estimated) -- _---| 218. 1 | 148. 6 | 11.6 | 80.8 | 459. 1 
3d quarter 1953 (estimated)... ._| 218. 4 | 158. 0 32.4 | 80. 5 489. 3 
4th quarter 1953 (estimated) _____| 209. 4 | 143.3 | 32.4 | 87. 4 | 472. 5 





1 After deducting repayments to Britain. 


The production estimates shown in the above table include production from 
certain facilities using high-cost steam power subsidized by the United States 
Government. The amount of metal from these sources varies considerably 
depending upon the season of the year, but is expected to be of the order of 110,000 
short tons for the calendar year 1952. When aluminum becomes more freely 
available, it is unlikely that this production will be continued. The estimates 
are also made on the assumption that in the Pacific Northwest, production de- 
pendent on interruptible power will be lost to the maximum possible extent in 
the winter of 1952~-53, and half of such production in the winter of 1953-54. This 
may be an unnecessarily pessimistic assumption. It is expected that a con- 
siderable amount of this interruptible hydro power will be firmed up in 1954 or 
later. 

Import figures include the acquisition during 1951 and 1952 of 27,500 short 
tons of Canadian aluminum diverted from shipments to Britain and the repay- 
ment of this metal, mostly in the first 6 months of 1953. They also include minor 
amounts of high cost metal imported from other sources. 

The expansion program is being expedited to the maximum feasible extent with 
high priorities. In several cases the operators have agreed to purchase interim 
power so that potlines can be started before the captive powerplants have been 
completed. In one case (Alcoa’s Rockdale, Tex. plant), Smear. the third and 
fourth potlines will be ready for operation approximately 9 to 10 months prior to 
the projected operating date of the generators necessary to service the lines. 
— interim power is available to operate these lines during that waiting 
perio 

Construction of the Anaconda plant at Kalispell, Mont., cannot begin until 
April 1952 because of weather conditions, but it is hoped that the plant as a whole 
can come into production in May 1953. The construction of one other plant is 
just starting— that of Reynolds in Arkansas. 

Experience suggests that the projected production schedules of the new plants 
shown in the above table, may be subject to some downward revision if serious 
procurement bottlenecks not presently known, should develop during construction. 
For the purpose of this memorandum, however, it is believed that the production 
forecasts are sufficiently reliable. 

At the meeting, a visual presentation of the projected supply will be made. 


REQUIREMENTS 
Military requirements (nonwar) 


Requirements for direct military and defenne uses of aluminum are now being 
restudied in the light of recent Presidential budgetary decisions. It will be some 
weeks before the elaborate calculations comprising this restudy will have been 
completed. Nevertheless, certain preliminary figures have been made available, 
which are believed to be within a working margin of accuracy, Although these 
highly classified figures cannot be included in this memorandum, they will be 
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shown graphically at the meeting. They suggest that, the military requirements 
for aluminum for 1952 and 1953 may not rise from. present levels of military 
procurement by any large amount but will remain comparatively stable and 
probably extend out through 1954 at something like the present level. 

For our purposes, in attempting to judge the more distant future, furthermore, 
we have had to make certain assumptions with respect to the general level of mili- 
tary demands for aluminum after the present planned programs of the Air Forces 
and the other armed services have been completed. Phis has had to be done on 
the basis of certain fairly arbitrary assumptions as to the amounts of aluminum 
which may be necessary to take care of nonwar attrition of military weapons, 
especially airplanes, as well as providing for replacements due to obsolescence. 
This variety of forecasting is hazardous. It will be shown graphically at the meet- 
ing. These assumptions, however, could easily be upset in either direction by 
future congressional action or by international events causing changes in military 
plans. Military demands for aluminum must constitute the senior claim against 
supplies of the metal. 

In studying military requirements for aluminum, it has been the practice of the 
defense agencies to attempt to estimate a supplemental requirement generated by 
military or defense orders for so-called B products. This section of the require- 
ment consists of the aluminum content of such items as electronic equipment, 
automotive, and tank purchased parts and a vast number of other items. Avail- 
able data does not permit of a very accurate measurement of the magnitude of this 
portion of the military demands. There is, however, no question of their impor- 
tance which is no less urgent than the demand for aluminum allocated for A prod- 
ucts under the CMP system. Based upon a consensus of opinion, we have selected 
a figure of 20 percent of direct military stated requirements as a measurement of 
the amount of aluminum which will be required for military B products. 


Military requirements (war basis) 


The full mobilization plans in the event of war are, at present, being restudied. 
The last series of calculations is believed to be out of date and unrealistic in the 
light of post-Korean developments. Accurate requirenents for materials, 
properly time-phased, on a feasibility tested mobilization program will not be 
available for a number of months. Based on available material, however, certain 
rough assumptions can be made as to the magnitude of the demand for aluminum 
in the event of full industrial and military mobilization. These assumptions can 
be graphically illustrated at the meeting in order to present an impression of the 
impact against the aluminum system which might be expected in ease of war. 
It is obvious that a large number of uncertainties must necessarily surround 
any assumptions made at this time. 

Civilian requirements 

In attempting te devise sound policy for the future, it is not only necessary to 
judge the probable magnitude of the military requirements (on the basis of both 
limited and full mobilization), but also to study the probable future demands for 
aluminum from strictly civilian sources. In judging both types of demand, 
furthermore, it is necessary to attempt to assess the future from both a near 
term and a long term viewpoint. 

A number of studies have been made of the probable demand for aluminum 
for nonmilitary purposes over an extended period of time in the future. The 
President’s Materials Policy Commission is presently engaged in this type of 
forecasting with respect to over 70 important materials. The Commission has 
not yet finalized its views on the probable demand for aluminum in 1976. 

We have developed certain material which may prove useful in judging the 
probable trend of the demand for aluminum for the next decade or so. A number 
of charts which appear to us to have some bearing on this matter, are attached 
hereto for such light as they may throw on the discussion of this subject. 

In our thinking, we have been attracted by the usefulness of per capita con- 
sumption figures of various materials on the theory that the population of the 
United States is still rising on a reasonably predictable curve and that per capita 
figures thus disclose more clearly than the raw data, the significant trends in 
consumption. Per capita data also permits a more valid comparison in our 
opinion, between the trends of the past in other materials and the probable trends 
in the future of newer materials like aluminum. 

The attached chart of the per capita consumption of aluminum seems to be a 
typical picture of a dynamic young material, the usefulness of which has grown 
and is continuing to grow on an increasingly wide front within our. economic 
structure. It will be noticed that the per capita consumption doubled, between 
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the years 1930 and 1937; doubled again between 1937 and 1942. It rose by ap- 
proximately 30 percent between the years 1946 and 1950. It seems probable 
that the breaking out of hostilities in Korea in 1950 increased the per capita 
consumption of aluminum during that year beyond what it would have been had 
there been no Korea and no sudden buildup of the defense program. Our belief 
is that the consumption in 1950 would have been about 134 pounds per capita, 
instead of almost 16, as was the fact. 

In attempting to project the per capita consumption figures into the future, 
we have come to the conclusion that an optimistic prediction for the next decade 
might be at the average rate of 10 percent per annum. This would double per 
capita consumption in 7 years. Similarly, we have concluded that a conservative 
forecast would be an average annual increase in the per capita consumption of 
5 percent. This would double per capita consumption in 13 years. These two 
Sar are shown as extended trend lines beginning in 1950 on the attached 
chart. 

In attempting to judge whether these forecasts are indeed optimistic or con- 
servative, it appears to us that the following questions, among others, must be 
taken into consideration: 

1. What would be the effect upon aluminum users or fabricators. (both actual 
and prospective) of a conviction that aluminum, fabricated or unfabricated, 
would remain quite freely available in the future, under almost any conceivable 
nonwar conditions? 

2. Would such conviction have a substantial effect on the plans of businessmen 
to utilize aluminum rather than some other material in designing their products? 

3. Is the present price relationships between aluminum and other competitive 
materials a factor favoring aluminum and is this relationship likely to persist or 
change substantially in favor of or against aluminum? (See attached price chart. 

4. Would the existence of an appreciable supply of virgin aluminum from 
sources not engaged in fabrication be likely to stimulate substantially the con- 
sumption of metal by independent fabricators, with the accompanying sales 
effort of such independents to,open up new markets for fabricated products? 

5. What will be the effect of increasing knowledge of and market developments 
with respect to magnesium and titanium, both younger metals than aluminum? 

6. What might be the effect of recent technological developments in very light 
alloy steels? 

7. What could be the effect of substantial technological advances in the fabri- 
cation of aluminum; e. g., new and cheaper methods of making aluminum tubing? 

8. Are the supply prospects for competitive materials factors which are likely 
to stimulate the consumption of aluminum quite apart from price considerations? 

Very few of these factors are suspectible of accurate measurement. It is hoped, 
however, that these factors, as well as others of a comparable character, can be 
rather fully discussed at the meeting in attempting to arrive at a realistic judgment 
of the probable future growth in the per capita consumption of aluminum. 


SUBSTITUTION OF ALUMINUM FOR COPPER 


This subject has been discussed so widely and has been referred to so frequently 
by various governmental and nongovernmental entities that it seems worthwhile 
in this memorandum briefly to state the position of the defense agencies. 

We have never taken the view that substitution of aluminum for copper should 
be promoted in any way inimical to the technical performance of equipment or 

lants or in cases where the economics of a substitution were clearly unattractive. 

uring the current phase of the defense effort, both metals have been almost 
equally short. There have been numerous cases, however, where the substitution 
of aluminum for copper (e. g., bus bars in aluminum plants, high tension trans- 
mission and certain quasi-experimental uses) have appeared to be entirely accept- 
able technologically and attractive economically. In these cases, NPA and DPA 
have willingly authorized the use of aluminum in preference to copper because it 
was believed: 

1. The substitution would probably take place under free market conditions 
for technical and economic reasons. 

2. Since the accumulation of a large protective stockpile of copper appears to 
be almost impossible, and since the copper must come from overseas, to a con- 
siderable extent, the significance of maintaining the stockpile of copper as a 
protection against war, particularly submarine war, takes on a special significance. 

3. While the current tightness in copper may eventually ease considerably 
through the additions of further supplies and a recession in the current demand, 
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particularly for industrial construction, it seems clear that supplies of aluminum 
over the long pull can more readily be made generously available, as contrasted 
with copper.! 

We recognize that there is danger in pressing for the substitution of any one 
material for another unless the immediate requirements of national defense make 
such action imperative. There have been instances of this character, such as the 
necessity for the conservation of cobalt and nickel. We do not, however, regard 
the substitution of aluminum for copper as falling within this category. A 
number of recent studies which have been given considerable publicity, suggesting 
the possibility of substitution of aluminum for copper in such things as automobile 
radiators, should not be interpreted as reflecting any more than approval on the 
part of the defense agencies of any experimental work designed to ead to specific 
conclusions as to the most useful material in a particular case, taking into econ- 
sideration long-run as well as short-run factors. 

It is hoped the discussion of our future aluminum policy can be held within 
the framework of the principle that in the end, technical, commercial and price 
considerations should determine the use of materials. This principle need not, 
of course, disregard the need to judge the possibility of the future reappearance 
of serious shortages of any material. 


STOCKPILE POLICY 


The general stockpile policy of the Government with respect to most materials 
being stockpiled is to attempt to reach a goal estimated to be equal to the probable 
5-year deficiency in the vent of all-out mobilization. In arriving at these policies, 
it has been necessary to make certain assumptions with respect to cutbacks of 
civilian uses of materials, potential losses at sea, the possibility of the loss of 
productive capacity within the United States and other imponderable considera- 
tions. In certain instances, it has also been necessary to examine the steps which 
might be available for increasing the supplies if and after war comes. 

In the case of aluminum, no considerable stockpile of the metal has been ac- 
quired pursuant to the stockpile goals for a variety of reasons too well known to 
need repetition here. We are, therefore, experiencing a repetition of the position 
in which the United States found itself in 1941. At that time, the productive 
capacity of the country was approximately 440,000 tons of aluminum. To meet 
the needs of the war, the Government proceeded to build at a rapid pace and with 
high priorities, additional capacity of about 735,000 tons. Many of the plants 
were located uneconomically from the standpoint of power. After the war, 
capacity of 362,000 tons was dismantled for this reason. 

Under precisely the same circumstances, we are engaged again in building ad- 
ditional aluminum facilities at a rapid pace with high priorities with severe strain 
upon the industrial resources of the country. 

It is perhaps fair to say that the impact of a rapid buildup of a modern military 
program imposes percentagewise a heavier burden upon the supplies of aluminum 
than almost any other basic material in such general use (exceptions might be 
less all-pervasive materials such as nickel, cobalt). 

The strain of having to add suddenly large production facilities for the pro- 
duction of aluminum during a partial or total mobilization period is substantial. 
It imposes a heavy burden on scarce materials, electrical equipment and on existing 
power resources. It has proved to be very expensive from the standpoint of 
the taxpayers, due to the necessity of providing Government funds or tax amorti- 
zation privileges, not to mention high prices of labor and materials during such 
periods. The losses suffered to the Government and to the economy for these 
reasons during the war and during the current period, while not susceptible of 
accurate measurement, have certainly run into hundreds of millions of dollars 
in each case. 

On the theory that the current crisis may not be the last to confront us, it is 
proposed that the United States Government stockpile policy with respect to 
aluminum be changed with a view to avoiding if possible a repetition of the two 
tragic experiences through which we have gone in the last decade. 

It is specifically proposed that a new and special stockpile objective be estab- 
lished for aluminum at level of 4 million tons and that an aluminum policy be 
adopted designed to make probable within the next decade or so, the accumulation 
of a stockpile approaching this magnitude. 


1 It has not been deemed necessary to reproduce and transmit herewith a number of interesting ta- 
tions of this proglem recently published, om as the address by Mr. Simon D. Straus ar the Colorado 
Mining Association on January 31, and an interesting memorandum prepared by Mr. R. E. Dwyer, execu- 
tive vice president, Anaconda Copper Mining Co., dated January 12, 1952. 
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Authorization to acquire a stockpile of up to 4 million tons of aluminum creates 
the possibility of the following benefits. 

1. If acquired, the stockpile would make it possible to avoid breakneck expan- 
sion programs in the event of war and would permit the war needs to be evolved 
earefully and to be met with a greatly lessened impact on competing demands 
for manpower, materials, and other resources, including power. 

2. A large stockpile would provide valuable insurance against destruction of 
power, cryolite, alumina and aluminum reduction facilities as a result of enemy 
action. 

3. A large stockpile would make it possible to design into aluminum away 
from more critical materials on a temporary basis while the economy was being 
adjusted to a war basis. 

4. Authorization to accumulate a large stockpile could be the most useful 
method possible of avoiding the serious economic, employment and financial 
consequences of an overestimation of the rate of growth in the civilian consump- 
tion of aluminum. It could, at the same time, justify a policy designed to make 
available to the civilian economy during nonwar periods generous supplies of 
metal without. imposing grave risks of temporary embarrassment on the producers. 

Actually the accumulation of a large stockpile of aluminum has already, in 
effect, been recognized by the terms of the present supply contracts with the 
builders of the new plants. These contracts provide, if fully availed of by the 
operators, for the purchase by the Government of up to about 3,400,000 tons. 

he principle has thus been established that the operators who were requested 
by the Government to construct. the facilities for defense purposes should not be 
subjected to. disastrous risks of unemployment and commercial failures in the 
event that the aluminum produced could not be sold because of fluctuations in 
the level of business. The proposal, therefore, does not establish a new principle, 
but only a pian to transform a passive protective commitment by the Govern- 
ment into a positive stockpile policy with a greater chance of being implemented. 

5. Looked at strictly from the power standpoint, a stockpile of 4 million tons 
represents a stockpile of power equivalent to approximately 80,000 million kilo- 
watt-hours. This is roughly equivalent to 16 percent of the expected kilowatt- 
hour generation in the United States in 1954. If the sudden demands for power 
on the advent of war were sufficiently critical, aluminum plants could be tempo- 
rarily shut down to divert power to other needs. This conceivably could be a 
factor in the operation of atomic energy plants on a war basis. 


PLANNED PRODUCTION 


There is little point in authorizing the accumulation of a large stockpile of 
aluminum and the present supply contracts have limited significance unless there 
appears to be some possibility that a large stockpile might be acquired over a 
peried of years. If it is sound policy for the Government to stimulate the produc- 
tion of aluminum in quantities sufficient to take care of estimated nonwar defense 
needs and rising civilian consumption, at whatever reasonable rate can be expected, 
it is manifestly inappropriate for the Government at the same time to attempt to 
withdraw from the market quantities of aluminum designed to fill up the stockpile 
except under conditions where the metal is not required for military or needed 
civilian requirements. Indeed, this has been the dilemma facing the stockpile 
management since World War II. Public support of a stockpile policy suggested 
herein, furthermore, could hardly be widespread unless it was accompanied by 
measures to satisfy, as a prior requirement, the ultimate civilian, as well as the 
necessary defense needs. The graphse presentation which will be made at the 
meeting, in our opinion, justifies the conclusion that the present expansion pro- 
gram, summarized earlier in this memorandum, is not likely to provide an ade- 
quate opportunity to aecumulate a large stockpile even using a conservative fore- 
cast of the increase in civilian consumption of aluminum. Thus, in order to create 
the poseteaity of a substantial stockpile and to derive the benefits which such a 
stockpile might be expected to provide for the future, it is proposed to arrange, if 
possible, for further supplies of metal, as more fully described below. A presenta- 
tion will be made at the meeting to illustrate the effects of such a program on the 
future stockpile. 


NEW METAL SUPPLY PROGRAM 


It is specifically proposed that DPA be authorized to negotiate for further 
aluminum reduction facilities in the United States, with the necessary raw material 
arrangements, for an aggregate of about 140,000 short tons of aluminum per year. 
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An examination of the ibilities leads to the conclusion that if interested private 
operators can be found, able and willing to make acceptable deals, arrangements 
for this amount of production could probably be made, utilizing in the first instance 
available interim power to be ultimately replaced by low cost per t power 
installations. It is believed that this new expansion could be brought into pro- 
a provided negotiations can be carried out expeditiously, about the middle 
of 1953. 

In addition to the above, it is proposed to enter into a contract with the Alum- 
inum Company of Canada, under which the latter would agree to export to the 
United States for sale at the then current United States e. i. f. prices, the following 
amounts of virgin aluminum: a 

ons 


The United States Government would agree with the Aluminum Company of 
Canada to purchase on demand during each of the 5 years 1955 to 1959 inclusive, 
not to exceed 180,000 tons of the above exports in the event that Alcan could not 
find commercial buyers for such amount, The Government may also have certain 
specific options for the stockpile. It should be pointed out that in its normal 
development, Alcan would probably, in any case, offer for sale in the United 
States between 100,000 and 150,000 short tons of metal annually over this same 
period. It is expected that the United States Government would have certain 
refusal rights with respect to the disposition of metal produced by further expan- 
sions in Canada beyond that contemplated under this proposal. Certain minor 
details of Alcan’s offer are not included in the above summary. 

Alcan may, on the basis of such arrangement, proceed promptly to develop its 
British Columbian facility at Kitimat to approximately one-half its ultimate 
potential, but Alcan has free choice in making its plans to meet the commitment. 
No financial assistance to Alcan is contemplated beyond the 5-year sales guarantee 
contract. 

In summary, if the proposed new program were carried out, it would mean a 
contemplated addition to the United States supply of virgin metal of from 290,000 
to 340,000 tons beyond what is now in sight. his extra metal would, of course, 
eventually further add to the supply of secondary aluminum from scrap genera- 
tion at the rate of approximately 20 percent per year. 

On the basis of these arrangements, total estimated supply of virgin aluminum 
to the United States at the maximum production, would be about 2 million tons, 
of which 300,000 tons or about 15 percent would be imported. With scrap 
recoveries, this should generate a total possible metal supply beginning in 1956, 
of approximately 2,400,000 tons.2. This could be lower, depending upon hydro- 
logical conditions and the shutting down of high-cost plants presently operating. 

At the meeting, presentation will be made against requirement figures to 
demonstrate the extent to which this proposed new expansion of production and 
imports would create the possibility of acquiring a large stockpile simultaneously 
with satisfying essential defense and total civilian requirements, The effects 
of the plan on our probable position in case of war will be shown. 


POINTS FOR DISCUSSION 


It is suggested that the following questions are appropriate for discussion at the 
meeting: 

1. Is the proposed singling out of the aluminum stockpile for special treatment 
justified under the circumstances? 

(a) Aluminum is one of the important materials where there is a real possibility 
of the accumulation of a large stockpile, whereas in the case of many other critical 
metals, there appears to be no real chance of ever accumulating a large stockpile. 

(b) Aluminum is peony subject to intense surges of demand because of the 
increasing emphasis on weight factors in all varieties of weapons and because of 
the growing importance of airborne operations. 

(c) The temporary substitutability of aluminum for other critical materials in 
a war could be a factor of importance. 


2 On the basis of the history of some of the older metals, it be that scrap aluminum may, over the 
years, constitute an increasing percentage of the aluminum supply. 
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2. Would the Government ever be likely to take a serious financial loss in the 
accumulation of a large stockpile of aluminum in the next few years? 
(a) Following table is illustrative: 






at OS 


Approximate | Arora iog 
Government charge at 344 
investment percen 












Level of soexpile (short tons): 







3. Would the provision of a substantial amount of virgin aluminum from low 
cost Canadian sources not competing in the fabrication field serve to strengthen 
confidence among the thousands of independent fabricators that their needs would 
more certainly be cared for in times of strong market conditions than is the case 
at present? 

his has. been-accomplished in part bythe provisions in the present supply 
contracts to the effect. that the operators, unless otherwise directed, will offer to 
independent fabricators at-least.25 percent of the new production for a period 
of years. 

Z What weight should be given to the fact that the Canadian arrangement 
would relieve the United States economy of a substantial impact on critical 
construction materials and oe which it would otherwise have to face if 
a comparable supply were to be created in the United States? 

5. Would a stockpile policy contemplating the absorption of aluminum market 
surpluses, if and when they appear, into the stockpile constitute an unnecessarily 
beneficent protection to the domestic aluminum industry which has largely been 
expanded for defense purposes at Government request? 

6. What weight should be given to the principle that expansion in aluminum 
production in underdeveloped areas where competing demands for power are not 
present or in prospect represents relief of pressure on power facilities in the 
United States in order to take care of loads which can afford to pay higher rates? 

7. Does a new expansion of aluminum supplies at this time and the proposed 
new stockpile policy contribute substantially to the protection of the country 
in the event of full mobilization? 


8. Does the plan improve the chances of a relatively rapid decontrol of 
aluminum distribution? 



























PUBLIC SUPPORT 






In view of the nature of these proposals, it is clear that if they are adopted, 
a comprehensive public statement should be made in explanation.. This state- 
ment should clarify the Government’s position with respect to substitution of 


aluminum for other materials and should fully disclose the considerations leading 
to the decision. 








GENERAL 






This memorandum has been prepared with a view to providing background 
material for comprehensive discussion. It is not intended to state a policy 
upon which decision has already been reached, but is designed to elicit construc- 
tive debate on the merits of the proposal. It is not intended for general circula- 
tion and although not highly classified under Government rules, it is requested 


that the recipients severely restrict its use to private purposes. 
Prepared by: 












Samvuet W. ANDERSON, 
Deputy Administrator for Aluminum Defense Production Administration. 
Fesrvuary 26, 1952. 
Approved: 
CHarues E. Witson, 
Director, O of Defense Mobilization. 


ANLY FLEISCHMANN, 
Administrator, Defense Production Administration. 
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ESTIMATED ALUMINUM-APPARENT CONSUMPTION 
1930-1957 
POUNDS PER CAPITA 
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Source: U.S. Defense Production Administration, Washington, D.C., Memorandum from Samuel 


z= Anderson, Deputy Administrator for Aluminum, to Manly Fleishman, Adndnistrator, 
y 16, 1952. 
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ESTIMATED MAGNESIUM-APPARENT CONSUMPTION 
1930 - 1951 
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ESTIMATED STEEL INGOTS AND CASTINGS- 
APPARENT CONSUMPTION 


POUNDS PER CAPITA 1890-1950 
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ESTIMATED ELECTRIC ENERGY-APPARENT CONSUMPTION 
1900-1950 


THOUSANDS OF KILOWATT HOURS PER CAPITA 
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(2) Memoranpum, May 16, 1952 


DEFENSE PRopuUCTION ADMINISTRATION, 
Washington, D. C., May 16, 1952. 
Memorandum for Mr. Manly Fleischmann, Administrator. 


The question of the adequacy of our aluminum metal supply has been under 
examination since February. I suggested in a memorandum dated February 26 
the possibility of a further expansion in our supplies of aluminum by a combi- 
nation of expansion in the United States and increased imports from Canada. 
This specific suggestion was designed chiefly to stimulate a debate and to provide 
us with informative reactions on the following basic questions: 

1. Is our present prospective aluminum supply adequate to cover the require- 
ments of the present defense program, plus the needs of the increasing civilian 
demand, as well as the amounts of metal which should be added to our national 
stockpile or other reserves? 

2. Is our present prospective supply adequate to cover probable demands of 
full mobilization and the undeniable portion of nonmilitary requirements? 

3. What should be our objective for an aluminum stockpile not only from the 
standpoint of the present technical definition of stockpile objectives, but also from 
a broader protective point of view? 

4. In examining the above questions, what is the fairest way to estimate the 
probable future requirements for nonmilitary uses of aluminum? 

5. What are the relative advantages and disadvantages of the various possible 
sources of additional supplies, if they be needed? 

Since February 26, consultations have been held with a variety of interested 
groups, consisting of the primary producers of aluminum, a representative cross 
section of the fabricators of aluminum, Members of Congress, business executives 
not in the aluminum business, and a selected group of high level officials in the 
executive branch of the Government. In addition, we have solicited conversations 
with business people who profess interest in entering the aluminum field. A num- 
ber of these individuals have given us the benefit of their views in writing. 

I propose in this memorandum to set out, within the general framework of the 
five questions enumerated above, the facts as I have been able to develop them 
and to express my own conclusions arrived at after having the benefit of the dis- 
cussions described above. 


THE PRESENT DEFENSE PROGRAM AND CIVILIAN NEEDS 


The available facts with respect to the requirements for aluminum for the 
present defense program as now planned on the “stretched out’’ basis, suggests 
that defense requirements, including the necessary percentage to cover so-called 
military B products, will remain relatively stable at about their present level of 
about 150,000 per quarter through 1953, but will decline somewhat in 1954. | I 
have estimated the requirements for the military B products at 20 percent of the 
direet military requirements. At these levels, the allotments for the defense pro- 
gram would be a little over 40 percent of our third quarter metal supply, and about 
25 percent of the estimated metal supply at a peak quarter in 1954, after the com- 
pletion of the existing expansion program. It is assumed that these requirements 
will decline during 1955 to less than half to cover the maintenance of the then 
Military Establishment. Our existing and prospective metal supply will very 
easily cover the needs of the present defense program. 

During the next few years of the military buildup, it is the established policy 
of the Government to attempt to supply to the civilian economy sufficient mate- 
rials so that an active and healthy civilian business can be earried on. Disregarding 
for the moment the current decline in business activity generally, I believe that 
the hardship on the civilian users of alaminum on a more normal basis will largely 
be alleviated when the supplies of metal available to the civilian economy, after 
fulfilling military requirements, shall have reached a figure equal to or perhaps 
somewhat above the pre-Korean level. Including secondary metal, the pre- 
Korean annual consumption on a normal basis was slightly over a million tons. 
Assuming a defense consumption on the basis of the present program of about 
600,000 tons per year, we should, therefore be able to supply metai at the pre- 
Korean rate when our metal supply has reached an annual rate of about 1,600,000 
to 1,700,000 tons. This will occur in the second quarter of 1953 and should he 
progressively bettered to the estimated peak production of about 2 million tons 
in 1954 (including about 100,000 tons of subsidized production). Again dis- 
regarding the current recession in consumer demand, about a year from now, 
therefore, we. will be entering a period of ease and relatively free supplies of 
aluminum, with still further prospects of larger amounts to satisfy the natural 
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growth in the demand. This should provide a good deal of leeway to the civilian 
economy in increasing its consumption and will also present opportunities in all 
probability, to begin the long upward climb to a respectable stockpile. Apart 
from the question of the amounts of metal which can and should be made available 
for stockpiling without handicapping civilian production, there does not seem to 
be in the picture, as I see it, any justification for the Government taking further 
initiative and sponsoring with financial or other incentives further expansion in 
supplies at this time for the sole objective of insuring metal for the present defense 
program of for arranging for further supplies for the civilian economy. I shall 
return to this question later in discussing stockpiling. 


ALL-OUT MOBILIZATION 


I need hardly say that the discussion which follows does not reflect a conviction 
on my part that war will come, but we would be foolhardy not to examine our 
position as well as we can against that unfortunate contingency. 

In considering the situation in which the United States would find itself with 
respect to aluminum if war should come, we can approach the problem in several 
ways. It seems to me fruitful to deal with these at some length. 

In the first place, it should be frankly stated that we do not presently know 
with any degree of accuracy what the requirements for aluminum would ra likely 
to be in case of war. Several studies of the question are now in process, Some 
general observatons, however, are worth stating. 

The maximum consumption of aluminum during World War II was 1,245,000 
tons in 1944. During that war, approximately 80 percent of aluminum allotted 
for military uses went into the production of aircraft and all nonessential uses of 
aluminum in the civilian economy were eliminated. Nevertheless, civilian needs 
had to be covered to the extent of about 156,000 tons in the peak year. Expe- 
rience so far in the present military buildup indicates that the military uses of 
aluminum have broadened out greatly since World War II. Present defense 
allocations, for example, assign to aircraft approximately 55 percent of the 
total military allotments, the balance going for such equally vital programs as 
vehicles, ammunition, guided missiles, and a host of other equipment previously 
not made from the metal. This is explained in part by the fact that the equipment 
of our military forces of all categories is becoming increasingly airborne or poten- 
tially airborne and, accordingly, there is increasing emphasis on lightness in 
weight. I find no dissent from the view that in a future war, especially one 
which may not come for a number of years, this trend toward lightness and 
toward ability to be airborne will strongly continue. It is thus possible that the 
weapons and impedimenta of our forces 10 or 15 years from now may contain 
relatively far larger quantities of aluminum than is the case even now. If the 
logistics of a future war increasingly ‘‘take to the air,” this could have a very 
profound effect on the military needs for aluminum. 

When one considers the question of timing of aluminum requirements in the 
event of war, again the experience of World War II is of some value but is not 
necessarily controlling. With the rapid buildup in production of military items 
which inevitably comes only after a war starts, the two most important factors 
influencing the timing of the peak consist of (1) the filling of the pipeline of mate- 
rials leading to the “‘chew up”’ point and, (2) the buildup to a peak of production 
of finished products, such as aircraft. This process of buildup will probably cause 
the peak of demand on the aluminum system to occur in the third year after 
M-day, after which, with full pipelines, demand should at worst remain about 
stable or perhaps be somewhat lower. The timing can further be influenced, how- 
ever, by the condition of our productive facilities on M-day. If the present plan 
of bringing into being the long lead time facilities capable of producing two or 
three times the presently planned rates of production is carried out successfully, 
it seems obvious that the buildup in the demand for metal and other materials 
going into expanding production could be more rapid than I have suggested. It 
seems unlikely, however, that this would advance the peak of consumption by 
as much as a year, but it is at least conceivable. These conclusions seem con- 
sistent with experience in World War II. j { 

On top of the full mobilization military requirements for aluminum will have 
to be imposed those irreducible minimum needs for nonmili purposes which 
cannot be denied even in wartime. I have had a careful code-by-code examina- 
tion made in the light of World War II experiences and have come to the conclu- 
sion that even in the severest variety of war, it would be necessary to provide 
about 250,000 tons a year as a barest minimum for uses which could not be cut 
off without seriously Temaxing our ability to carry on the war. - To these needs 
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there might be added a further amount, difficult to estimate, which could very 
profitably be used in substitution for other materials in more critical supply than 
aluminum. It is possible, for example, that in the event of war, it would be so 
essential to conserve copper supplies, of which a considerable part is drawn from 
overseas, that an intensive drive to substitute aluminum would be sound policy. 
Thus, perhaps 100,000 to 200,000 tons per year might easily be considered as of 
the greatest possible importance. 

Emphasizing once more the fact that we do not yet have and will not have for 
a number of months a reliable forecast of the requirements of all-out war, I will, 
nevertheless, hazard a guess that including the minimum nonmilitary require- 
ments and the amounts which might prove of great value in substitution for 
copper, the undeniable requirements for an all-out war during the third or perhaps 
second year would be unlikely to fall below 2,250,000 to 2,500,000 tons. There 
is some indication available at present that it might be considerably more. This 
matter should be carefully reexamined 6 months from now. 

It is appropriate at this point to recall our experience during World War II 
with respect to forward estimating. Even conceding that our degree of sophisti- 
cation in that period was less than it should be today, I think it is conservative 
to point out that requirements estimated ahead of the actual experiences of 
executing a war are likely to be unrealistic. This seems particularly true today 
with a rapidly developing technology and in the presence of such a wide degree 
of uncertainty, as to the theaters where action is likely. Too much faith should, 
therefore, not be put even in the most skillfully executed studies of war require- 
ments which, at the very best, must contain wide areas of personal judgment, 
often quite fallible. 

SUPPLIES AVAILABLE IN A WAR 


As pointed out heretofore, our present prospective supplies, including estimated 
secondary metal, normal imports mostly from Canada and about 100,000 tons 
per year of subsidized high cost metal (which can be turned on and off) will not 
exceed about 2 million tons at-peak in 1954. In case of war, however, the distribu- 
tion of Canadian production might be rearranged depending upon the then 
situation. In such circumstances, it is assumed that the United States and 
Canadian economies would be carefully geared together in defense. Whether the 
275,000 short tons of aluminum per year presently scheduled under contract for 
the United Kingdom would continue to flow to the United Kingdom would, of 
course, altogether depend upon the latter’s situation and whether war production 
there and transport of materials for it could be maintained. The supplies of 
Canadian sluminum now moving to other world markets outside of the United 
Kingdom, estimated at about 54,000 short tons, would presumably also be subject 
to the same treatment. It is, therefore, possible, but not certain, that under war 
conditions an appreciable quantity of aluminum not needed for war production in 
Canada might be added to the American system. Any further augmentation of 
our supplies in the event of war would necessarily have to come from new produc- 
tion on the North American Continent and/or from any supplies then available 
in the stockpile. 

If, as I think might easily prove to be the case, the requirements in a war should 
exceed the supplies we would then have in hand (at present measured by the 
capacity of about 2 million tons, plus some extra from Canada possibly), we would 
then have to proceed once again, as we have twice in the past, to build rapidly 
considerable additional capacity to produce metal unless we had at that time a 
large stockpile. If we had been successful in accumulating a large stockpile before 
M-day, the question of whether or not we would have to build additional capacity 
after war came and if so, at what speed, could certainly be considered in a far 
mere. grdesty manner than would be the case in the absence of a substantial 
stockpile. 

In my opinion, this is the heart of the question which faces us now. Should 
we, now or some time soon, so plan our aluminum capacity as to improve our 
chances of accumulating at a reasonably rapid rate a stockpile of sufficient magni- 
tude so that we can be relieved of the necessity of starting to build precipitously 
for a third time, an expanded aluminum system and be able to await the develop- 
ment of relatively firm requirements under actual war conditions without fear of 
a disastrous bottleneck in the production of the metal? 


THE STOCKPILE QUESTION 


_ In order to judge fully the value of a stockpile, it is appropriateto try to visual- 
ize what conditions may be like in case of war and to assess the impact of these 
conditions on the production of aluminum. 
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The most outstanding fact about aluminum is that it consumes very large 
amounts of power. The production of 1,500,000 tons of virgin metal per year 
(our present prospective supply) will consume 30 billion kilowatt-hours per year, 
or about 6 percent of the expected generation in the year 1954. This is an amount 
in excess of the expected margin of capacity as presently planned over peakload 
in that year and certainly represents one of the largest single loads in the country, 
if not the largest. 

Experience in the last war suggests that one of the most effective methods of 
damaging the industrial potential of any nation is to knock out its power-generat- 
ing facilities. The generators and switchgear are delicate mechanisms and once 
seriously damaged, take a long time to repair. The all-pervasive character of 
power in the United States is too well known to need emphasis here. The appe- 
tite of the United States for power is well illustrated by the fact that between the 
years 1948 and 1954 we will have built power-generating facilities of a greater 
capacity than all those built in the history of the country up to 1948. Even at 
this rate, however, our power system will not succeed in building a reserve of 
capacity up to the recommended safety margin of 15 percent. In these circum- 
stances, it seems to me foolhardy to assume that if the potential enemy can 
damage our country physically, we will be unlikely to suffer power losses and 
experience a severe power shortage. The shortage may not happen at once, 
but because of the long lead time in the production of power equipment and the 
severe strain which its manufacture places upon the industrial resources of the 
country, it may easily prove to be a very difficult bottleneck to keep under control. 
If this is a correct assessment in general terms, any feasible way to stockpile 
power in advance of a conflict should be utilized within the limits of practical 
accomplishment. A stockpile of aluminum, representing as it does a stockpile 
of about 10 kilowatt-hours for every pound (a million tons represents a stockpile 
of 20 billion kilowatt-hours), could be one of the most valuable assets possessed 
by the country in the event of war. It could even mean that the aluminum load 
on the power system of the country could be placed in a relatively secondary 
category of urgency in comparison with other more urgent war demands for 
which no stockpile is feasible. 

In addition to being a stockpile of power, of course, a stockpile of virgin alum- 
inum also represents a stockpile of ocean and inland transportation and labor. 
In another war we have certainly no assurance thac ocean shipping of bauxite may 
not become a severe drain upon shipping resources, if not impossible to carry ouv 
in the necessary quantities. To be sure, our stockpile of bauxite is an additional 
insulation against this contingency but not against power, labor, and domestic 
transportation bottlenecks. 

Aluminum pig does not appreciably deteriorate in open storage, consists of 99 
to 99.5 percent aluminum and is in the most flexible form of metal before 
fabrication. 

The point is frequently made that a stockpile of aluminum is an alternative to 
the building of reserve facilities and vice versa. It is certainly much cheaper 
and more efficient to accumulate a large stockpile of aluminum if we have the 
opportunity of doing so rather than to build standby or surplus facilities which 
must remain idle until needed for an emergency. To illustrate with a few figures, 
a stockpile of 244 million tons of aluminum which, for the sake of this discussion 
it is assumed would be used up in 2 years in an emergency, would cost at current 
prices about $900 million and would represent, in effect, an advance payment on 
military contracts by the Government. To build plants capable of producing 
at the annual rate of 1,250,000 tons, together with the necessary alumina and 
bauxite facilities, would probably cost at today’s prices in the neighborhood of 
$1,600 million. 

The building of standby plants as an alternative to a stockpile also presupposes 
that standby power facilities can be built. Experience so far in the United States 
suggests that it is unlikely that any power facilities capable of servicing the grow- 
ing loads which are found everywhere in the country would be kept.in-a standby 
position waiting use in aluminum production. It is also worth noting that the 
shedding of power loads from nonessential uses in a country like the United States 
is difficult and relatively unproductive. The yields of the brownouts during the 
last war made a relatively insignificant contribution in relation to the growing 
power needs generated by the war. 

We all remember the dilemma in the middle of World War II, which indeed 
has been in some measure repeated this time, of choosing between devoting 
resources to the building of new facilities and the production of weapons for 
prompt use. Any nation fighting a war has a definite limit of resources which 
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can be devoted to its war effort over and above the minimum required to sustain 
the population. This limit as we have learned in the past, is not indefinitely 
expandable and choices must be made—sometimes bitter choices—between 
building for future production of weapons and producing them now. A large 
stockpile of aluminum would remove this metal, in large measure, from the 
inevitable early contest for resources that will certainly occur in another war. 
The exception to this is the problem of fabricating facilities to the extent that 
they need expansion. 

There are, of course, certain serious objections to the accumulation of a large 
stockpile of aluminum or any other metal. If it is considered now to be good 
national policy for the defense of the Nation to embark on the accumulation of a 
large stockpile, it may be regarded in calmer times some years hence as an un- 
necessary extravagance. There may be political pressures to utilize the stockpile 
as a source of cash, if it be sold, or even as an instrument in the hands of some 
future government to bear down upon the private industry engaged in the pro- 
duction of the metal for peaceful uses. While this argument appears forceful 
within the context of a certain conception of irresponsibility of Government, one 
is tempted to ask at what point can we assume the development of a mature 
responsibility for our country’s long-term safety? 

Under the present stockpile policy of the United States applying to all of the 
materials subject to stockpiling activities under the law, stockpile goals are estab- 
lished according to a rather specific formula. Shorn of its technicalities, the goal 
in each case is that amount by which the expected 5 years’ domestic production 
and imports will fall short of the undeniable requirements for a 5 years’ war. Var- 
ious technical factors are used to measure the supply side of this equation. It is 
obvious from this statement that the setting of such goals presupposes a fairly 
accurate determination of several factors. The most difficult of these is probably 
the estimation of the requirements under war conditions, as I have previously 
pointed out. In operating the formula, furthermore, no consideration is being 
presently given to the possibilities of the loss of production through enemy action, 
nor to the relative degrees of priority claims on such fundamental resources as 
power. As I have attempted to establish in the foregoing discussion, I believe 
that this type of calculation of the amount of aluminum which it would be wise 
for us to attempt to accumulate does not adequately measure the realistic value 
to the Nation of a stockpile of aluminum. Since the presently established goal 
for the aluminum stockpile is known to you and is a classified figure, I am omit- 
ting it here. My own judgment is, however, that if it were possible for us to ac- 
cumulate and to hold as a national protective reserve under conditions which 
would minimize the possibility of its being misused, about 2,500,000 tons of alumi- 
num, it would be an exceedingly valuable asset in event of war out of all propor- 
tion to the cost of accumulating it. 


HOW CAN A LARGE STOCKPILE BE ACCUMULATED 


I find general acceptance of the view that the accumulation of considerable 
stockpiles of materials can really only effectively be accomplished when the 
demand for the materials is less than the available supply. All of our experience 
to date, I think, proves that attempts to accumulate stockpiles in tight markets 
when the economy of the country actively competes for the material in question, 
are generally failures or near failures. The time to accumulate a stockpile without 
major disturbances in the civilian economy is when markets are soft and supplies 
are readily available. It has been true, of course, that during such times con- 
gressional appropriations for stockpiling have been either meager or nonexistent 
because of the desire of the Congress to minimize appropriations of all kinds. 
Experience is so clear on this matter, however, that I think that the only real 
chance of success if. we are serious about accumulating a large stockpile is to 
plan a system which will permit it to be accumulated without major disturbances 
to the civilian eeonomy. 


THE FUTURE CIVILIAN DEMAND 


This brings me to the fourth point proposed at the beginning of this memo- 
randum; namely, what is the fairest way to judge the probable future requirements 
for aluminum for the civilian economy? 

I am attaching a series of charts to this memorandum with which you are already 
familiar.. These charts attempt graphically to set forth several assumptions with 
respect to the probable future demand for aluminum for civilian purposes. They 


also take into account the present military program as described heretofore. 
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Attempting to project future civilian consumption of any material is a very 
hazardous business. I have elected to do so by utilizing per capita consumption 
figures. The chart shows what the civilian demand would be (superimposed upon 
the forecast military demand) if per capita consumption of aluminum rose at an 
average uniform rate of 10 are per year, 5 percent per year and 3}4 percent per 
year. Numerous critics of this method have suggested that to assume a steady 
average rate of increase of any percentage is unrealistic, both because of the 
certainty of ups and downs in the business cycle and the equal certainty that 
as the use of the metal expands in the economy, the rate of increase percentagewise 
will progressively decline. This has been the history of other older materials. 
I recognize the force of these arguments. I am attaching several charts showing 
the past history of per capita consumption of some other materials. Neverthe- 
less, an attempt to give effect to the unpredictable variations in business activity 
as well as to the forecast over a 10-year period, the declining rate of increase 
would be, if anything, more hazardous than using an average figure. These 
observations are not intended to suggest that the method I have used is the most 
accurate, but it is the one which seems to me to lend itself to relatively simple and 
reasonably good average judgment. 

Although some of those with whom I have discussed it would disagree, I believe 
that an average rate of increase in the per capita consumption of as high as 10 
percent per annum is overly optimistic. This would mean the doubling in the 
per capita consumption of about 13% pounds per capita in 1950 (discounted 
downward from the actual fact of about 16 pounds because of Korea) in about 7 
years. This seems to me unlikely unless some exceedingly large new uses develop 
very rapidly indeed after aluminum becomes relatively free. This could happen 
in the construction field, in the containers field, in the automotive field, in the 
irrigation pipe field, but it would certainly be more conservative to discount this 
possibility. Similarly, a figure of 3% percent increase in the per capita consum 
tion as an average seems to me, from all evidence at my disposal, to be probably 
too low and not to reflect the dynamic character of aluminum and the very wide 
and growing interest in it. My own judgment is that as an average figure, a 
5 percent increase in the per capita consumption for the next decade is about as 
good a guess as can be made in this variety of crystal-ball gazing. Generally 
speaking, the weight of objective opinion that I have tested I think would be 
likely to indorse this conclusion. 

If we, therefore, select a figure of 5 percent per annum growth in the per capita 
consumption of aluminum as an average, we can calculate as an average over a 
period of time, with the inevitable hills and valleys averaged out, how much 
metal will be needed by the civilian economy and how much will be left over to 
be accumulated into a stockpile after satisfying this need, as well as the projected 
military requirements. The attached charts show that if only this surplus metal 
is taken into the stockpile, we would eventually add about 710,000 tons to the 
stockpile by the year 1958. At that point, again assuming a steady average 
growth, the civilian demand would have caught up with our prospective metal 
supply as it now stands. The only basis on which we would add more metal to 
the stockpile than 710,000 tons, would be a business situation up to 1958 which 
would reduce the average growth in the civilian demand substantially below the 
rate of 5 percent per annum increase in the per capita consumption which I have 
assumed, or the addition from some source of further supplies of metal. 

There is, of course, another means of enlarging this stockpile addition. This 
is for the Government, through the stockpile operation, actively to com with 
civilian needs and thus tighten the market so that some of the civilian needs 
were not satisfied. While I am quite willing to concede that with our present 
very small stockpile, competition, with civilian requirements for aluminum in 
the immediate future may be justified to some degree because of our serious 
deficiency, I am very reluctant to assume that aluminum should be kept under 
governmental controls for any extended period for the purposes of serving the 
stockpile or, even after controls have been lifted, that the Government should 
become an active and insistent competitor of the civilian economy to the latter’s 
detriment. It is my impression that political and other types of oe would 
become very severe if we proceeded on this basis and that it would be very diffi- 
cult to maintain such a policy for very long. 

This discussion would not be complete without pointing out that under the 
terms of the supply contracts which have been given to Alcoa, Kaiser and Reynolds 
as part of the incentive to expand their metal facilities, the Government has 
agreed to purchase on demand of the producers, ringqaaecd in an amount 
up to the tctal of the production for about 5 years of the expansion now underway. 
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It also has the right to demand this metal in any quantities it wishes. The total 
eres of the expanded facilities for the approximately 5-year periods covered 

y these contracts is over 3 million tons. Theoreticall , therefore, the Govern- 
ment has in hand now a means of accumulating a stockpile of about 3 million tons 
under the terms of the Defense Production Act. Transactions of this magnitude, 
however, were certainly not contemplated as the realistic outcome of the supply 
contracts or as a justifiable use of such large amounts of DPA funds. The 
contracts were designed primarily as a protective mechanism to guarantee to the 
companies involved that d their periods of rapid amortization there would 
be indeed a final buyer for of the production of the new plants. It was, 
however, contemplated that the Government, in general, would only be required 
to buy such metal as the companies could not sell commercially. Furthermore, 
there is no built-in set of terms in these contracts that the metal so purchased 
would, in fact, be turned over to the national stockpile although this is, of course, 
an open choice of the Government’s. A portion of these contracts is cancellable 
by the Government after 2% years so that the total commitment is susceptible 
of being reduced from the above-mentioned 3 million tons under certain circum- 
stances. These cancellation privileges of the Government become inoperative 
if the Government contracts for over 10,000 tons of foreign metal. 

In summary, if it should be decided as a matter of high policy that we should 
create a situation where 2% million tons of aluminum could be accumulated 
without making serious inroads on the civilian economy and if my 5 percent 
assumption of the rate of growth in the per capita consumption is regarded as 
realistic, we would have to provide something like 300,000 tons per year of addi- 
tional sources of aluminum in order to reach such a figure. 


SOURCES OF FURTHER SUPPLIES OF ALUMINUM 


In exploring the question of possible sources of further supplies of aluminum, 
as you know, we have looked in two separate directions. 

At our request, the Aluminum Company of Canada has made two separate 
offers to increase their expected normal rate of export to the United States. 
The first of these offers expired on April 18, 1952, and the second expired on 
May 18, 1952. Under each of these offers, the Aluminum Company of Canada 
contemplated that it would substantially increase its exports of metal to the 
United States beyond the eppecenniaeny 100,000 tons per year it would probably 
send here in any case. The minimum amounts of metal which the company 
agreed it would offer to commercial buyers in the United States under each of 
the offers are shown in the following table, together with the amounts which the 
company requests the United States Government to purchase if commercial 
buyers cannot be found for these amounts. 


[Short tons] 
Old offer New offer 


Minimum Maximum U. 8. Minimum Maximum U. 8. 
exports to the Government exports to th Government 


contingent ° contingent 
United States hases United States purchases 


WEE cc ceddsecinseepncncqce actpensianet’ 86, 000 0 80, 000 0 
Wes bik ensih seaseeba cess dcbanposson 94, 000 0 90, 000 0 
BN Geb b hid de cdbvbncddoddsadivsainiss 170, 000 0 140, 000 50, 000 
EE raripcanmare grbcdanenapabh becmeperines 300, 000 180, 000 200, 000 100, 000 
Di eebibbetctadpidavequacdwbbtipbeicnss 300, 000 180, 000 200, 000 100, 000 
WF acicsvidnciidggenscocdtedeavecsene-s 300, 000 180, 000 200, 000 100, 000 
WON sis Sain dc des demececdepacitenendénan 300, 000 180, 000 200, 000 100, 000 
Files coma icoctacanpnprecpyndaqcotnys sae 300, 000 180, 000 0 0 

TORR bistiideidsadtodsvdidinduieye 1, 850, 000 900, 000 1, 110, 000 450, 000 


Both offers contemplate that the metal would be offered for sale to commercial 
buyers at the going United States prices, duty paid (the duty is $30 per ton) 
with the proviso that this price could be increased to the extent of any increase 
in the United States duty and by any amon by which freight to destination 
exceeded 1 cent per pound. The Un States would have the right to cancel 
any portion of its obligation by the payment of 5 cents per pound. There are 
other less important terms which I shall omit here. 
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It will be noticed that the seeond offer cuts off the proposed obligation of the 
United States Government at the end of 1958 as contrasted with the year 1959 
in the original offer. This was done to bring the proposed underwriting by the 
United States Government more closely in line with similar underwritings given 
by the Government to Aleoa, Reynolds and Kaiser, most of which expire during 
the year 1958. The Aluminum Company of Canada has informally indicated 
that it would be prepared to discuss with the United States Government at any 
time in the future, further calls on any additional expansion in its productive 
capacity. They have also advised me that the magnitude of any arrangement 
in terms of amounts of metal was open to discussion. Their attitude has been 
very cooperative and is based, in general, on a desire to meet whatever needs 
the United States Government is prepared to express. Prior to the expiration 
of the latest offer on May 18, 1952, we advised the Aluminum Company of 
Canada that we did not propose to aecept that offer as made, but that we would 
like to discuss with the eompany at an early date possible modified arrangements. 

As you know, on April 14, 1952, DPA issued a press release stating that we 
would be interested in knowing the extent to which any business enterprise in 
the United States were interested in going into the aluminum business and under 
what conditions. This was designed to give us an opinion as to the extent to 
which and under what conditions the Government could, if it wished to do so, 
sponsor further American production either as an alternative to the Canadian 
offer or in addition to it. In making this announcement, you stated that if we 
should sponsor an expansion in the United States, the Government would prefer 
new producers as distinguished from the existing three producers, plus the new- 
comer, Anaconda. It was not to be expected that many firm and specific pro- 
posals would be made at once, pursuant to this press release. 

As a result of this press release, we have been approached by several independent 
interests, in some cases informally, who have expressed varying degrees of interest 
in entering the aluminum metal business. I have reported to you the details of 
these conversations, but since you may wish to make this memorandum available 
publicly, it is considered inappropriate for obvious reasons, to recite the detailed 
facts herein. It is my opinion, however, based upon these conversations, that it 
may be possivie to arrange for some additional production in the United States 
by independent producers on terms which the Government could accept. The 
criteria which presumably will guide us in large measure in deciding these questions 
have already been publicized by you in your letter of January 21, 1952, to Con- 
gressman Emanuel Celler. 

In addition to these discussions with independent new interests, Alcoa, Reynolds 
and Kaiser have each indicated that they would be prepared to expand their 
facilities further or to build new facilities at our request and under appropriate 
terms. Reynolds has suggested informally the possibility of approximately 
doubling (to 95,000 tons annual capacity) its Lister Hill facility. No specific 
terms were suggested but it is presumed that they would parallel those of the cur- 
rent expansion. Alcoa has specifically proposed that it be authorized to proceed 
with the first half (200,000 tons annually) of the so-called Taiya project in Alaska, 
utilizing diverted waters from British Columbia and Yukon Territory to a hydro 
electric power plant in Alaska, next to which would be located an aluminum 
reduction plant. The conditions suggested by Alcoa are very moderate as to 
percentage of accelerated amortization. It has also not requested that the 
United States Government enter into a supply contract committing the Govern- 
ment to purchase the output of the plant, but has requested an opportunity to 
supply an equitable portion of any purchases by the stockpile (on its own initiative) 
from the United States producers, as well as a commitment by the United States 
Government to offer to buy from Alcoa further amounts equal to any foreign 
metal purchased by the stockpile. It has further offered to the Government a 
eall on any of the output of Taiya for 5 years for the stockpile and has agreed to 
offer for 20 vears 25 percent of the output to nonintegrated users of aluminum. 

The earrying out of the Taiya project would involve water agreements with the 
Dominion Provincial and territorial authorities, as well as certain congressional 
actions with respect to Alaska. Construction would require 4 years. Security 
questions would have to be examined. : 


CANADIAN METAL 


Quite apart from whether we proceed to secure additional production from 
American sources, an arrangement to secure additional aluminum from Canada 
appears to have certain advantages. As we have discussed these matters exten- 
sively, I will only summarize the main points below. . 
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1. The Aluminum Company of Canada is not a fabricator in the United States 
and, accordingly, is a source of metal for independent fabricators here which is 
not their competitor. Almost all of the aluminum fabricators consulted in 
connection with this investigation tend to prefer a source of metal other than 
from their competitor in the fabricating field, on the theory that the American 
primary producers understandably prefer to fabricate their own alluminum to the 
maximum extent of their sales capacity, rather than to sell their aluminum as 
pig or ingot to other fabricators. ‘Thus, when there is a metal shortage in relation 
to fabricating capacity, the independent fabricators believe that the primary 
producers will favor their own fabricating facilities. This opinion seems to be 
widespread in spite of the fact that the present supply contracts with the American 
producers provide that during the first five vears they must offer to independent 
fabricators two-thirds of the new metal, and for a period of 15 years thereafter, 
one-fourth of the new metal. 

2. Additional metal from Canada may involve expansion of Canadian produc- 
tion facilities. This expansion, if it takes place, will, however, put no strain on 
the equipment industry of the United States, now rather fully loaded, as all but 
a negligible portion of the equipment and materials will be obtained in Canada. 

3. To the extent that an arrangement with Alean involves a contingent com- 
mitment on the part of the United States to purehase some portion of the metal 
exported to the United States which cannot find commercial buyers, such metal 
will be acquired by the United States at a price 1% cents per pound below the going 
American price because of the duty. Thus, from the standpoint of metal flowing 
into a stockpile, the Canadian metal would be the cheapest. A possible offset 
to this are, of course, the taxes paid by alternative American producers. 

4. Canada’s economy is so intimately related to that of the United States that 
on broad prineiples of relations with our northern neighbor, a constructive *rrange- 
ment between us with respect to aluminum which will benefit both countries, has 
everything to recommend it. 

5. Almost all authorities agree that during the next few decades, from an 
economic as distinguished from a security standpoint, aluminum production 
should increasingly come from less developed areas possessing good power resources 
not needed for industrial loads. If this is a correct assessment of the economic 
trend, and I believe it is, it seems to me almost inevitable that American aluminum 
supplies will, in the end, come increasingly from foreign or Alaskan sources so that 
our own power resources can be used for those loads which can afford to pay 
higher rates. 

CONCLUSIONS AND RECOMMENDATIONS 


In our discussions of this question over the last few months, you have repeatedly 
emphasized and I agree, that one of the factors which ought to bulk large in a 
decision whether or not to further appreciably enlarge our prospective supplies of 
aluminum, should be a good estimate of the probable requirements for aluminum 
in the event of war. We do not have that knowledge now with any degree of 
accuracy, as I have pointed out in this memorandum. We will probably not get 
any figures entitled to be taken very seriously until some time later this year, 
although some preliminary data subject to further review and feasibility testing 
may be available before that time. If we knew today that the aluminum system 
as it is now planned was quite clearly inadequate to support the requirements in 
the event of war, even the peak requirements in the third year of a war, I believe, 
as you do, that we would be on sounder ground in making a decision as to the 
magnitude of a further needed expansion, if any. 

I think the evidence is quite clear that we do not have enough aluminum in 
sight today to make it possible for us in any orderly manner to get what I believe 
should be our eventful stockpile—say 2% million tons. I rather doubt that, with 
our present supplies, we will in the next few years succeed in stockpiling as much 
as a million tons without unduly prolonging controls and engaging in a degree of 
competition with civilian economy, which I consider to be undesirable, as well as 
continuing the subsidizing of high cost metal for a long period, a practice I think 
basically unsound. I, therefore, think that until we are able to test the forecasts 
of aluminum requirements in the event of all-out war, any decisions that we make 
now should be moderate and based largely on the desirability of improving some- 
what our chances and easing our road in getting a respectable stockpile. I 
believe that 6 months or so from now it may be possible to reassess this whole 
question and discover whether there can be added to any arguments then valid 
in favor of further expansion, the highly important question of war requirements. 
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In the light of these considerations, I recommend that we proceed at this time 
to discuss with the Aluminum Company of Canada a contract somewhat along 
the lines of their last offer, but contem ating a minimum level of rts to the 
United States of about 170,000 to 175, tons, as co to the ,000 tons 
stipulated in the last offer. This would mean a net addition to our metal supply 
of about 70,000 to 75,000 tons. I also recommend that if suitable contractors can 
be found, that we authorize new American aluminum metal facilities to the extent 
of about 75,000 to 80,000 tons annual capacity. The selection of the American 
contractors should be on the basis of the most advantageous terms to the Govern- 
ment, having in mind the competence of the contractors. I recommend that we 
do not authorize further expansion of the present primary producers, including 
the Taiya project, at this time, unless no suitable alternative is available to the 
Government. 

From a technical and economic standpoint, the Taiya project is sound and at- 
tractive and the terms offered to the Government are very fair. It is a large 
project and will require several time-consuming steps. Since we believe that 
only a moderate step should be taken now, with a reexamination of our position 
later on, I recommend that Alcoa’s proposal be placed in a deferred category for 
reexamination later if the company is still willing to proceed with it, at such time 
as we should decide that our capacity needs further enlargement. In the inter- 
val, some of the basic questions involved may profitably be examined. 

It is believed inappropriate in this memorandum to discuss the individual pros- 
pects for awarding contracts to new American producers. I propose that we allow 
an appropriate time to permit those interested to firm up their proposals to the 
extent necessary for a decision to be reached in any case. 


SamugeL. W. ANDERSON, 
Deputy Administrator for Aluminum. 
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ALUMINUM STOCKPILE 
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ESTIMATED ELECTRIC ENERGY-APPARENT CONSUMPTION 
1900-1950 
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Section VII. Contracts between the United States Government 
(General Services Administration and Department of the Interior) 
connected with the expansion of aluminum capacity 


(1) ALuminum CoMPANY OF AMERICA 





Contract 


BETWEEN 


UNITED STATES OF AMERICA 


ALUMINUM COMPANY OF AMERICA 


EXECUTED JUNE 7, 1951 
AS OF DECEMBER 19, 1950 


Smith Bros. Co. Inc., Law Printers, 4384-436 Boulevard of Allies, Pittsburgh, Pa. 


70669 O—56—pt. 2——15 679 
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CONTRACT 


THIS CONTRACT, entered into as of the 19th day of December, 
1950, by the UNITED STATES OF AMERICA, herein called the Govern- 
ment, acting through the Administrator of General Services, herein 
called the Administrator, and ALUMINUM COMPANY OF AMERICA, 2 
corporation existing under the laws of the Commonwealth of Penn- 
sylvania, herein called the Contractor, 


WITNESSETH: 
ARTICLE I. 
Sale and Purchase of Aluminum. 


Subject to the terms and conditions hereof, Contractor agrees 
to produce and sell, and the Government guarantees the disposition 
of, six hundred thousand (600,000) short tons of 2,000 pounds each, 
of primary aluminum pig, said primary aluminum to be of a mini- 
mum grade of ninety-nine per cent (99% ) aluminum, which primary 
aluminum is herein called the “additional production”. The Con- 
tractor will produce said aluminum from additional facilities, which 
it agrees herein to construct, such facilities being herein sometimes 
called the “additional facilities”. Such production and sale shall 
commence upon the date of completion of construction of the addi- 
tional facilities (as such completion is hereinafter defined) and 
shall continue thereafter at a rate of approximately one hundred 
twenty thousand (120,000) short tons per year, except that for the 
first six months of operation after the date of completion of the 
additional facilities, production may be at such lesser rate as may 
be necessarily inherent in newly constructed facilities. Such pro- 
duction and sale shall continue until six hundred thousand (600,000) 
short tons of aluminum have been so produced from the additional 
facilities after the date of completion of construction and shall be 
completed within a period of six years after said date of completion, 
but in no event later than July 1, 1958, unless extended as here- 
inafter provided in ARTICLE XII. The date of completion of con- 
struction of the additional facilities shall be the first day upon which 
ninety per cent (90%) of the electrolytic cells, which are to be 
constructed as a part of the additional facilities, are tapped. Upon 
the occurrence of such event, the Contractor shall forthwith issue a 
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certificate to the Government certifying such date to be the date of 
said completion. 


ARTICLE Il. 
Construction of Additional Facilities. 


The Contractor shall proceed without delay to acquire and con- 
struct the additional facilities to be used for the production of said 
aluminum, Such additional facilities shall include (a) additional 
aluminum smelting facilities consisting of (i) the addition of 
two potlines, with such power and related facilities as the Con- 
tractor may consider necessary, at the Contractor’s existing 
aluminum smelting plant at Point Comfort, Texas, (ii) an 
aluminum smelting plant, with such power and related facilities 
as the Contractor may consider necessary, to be located near 
Wenatchee in the State of Washington, and (b) additional alumina 
facilities consisting of an alumina production plant having a 
capacity of approximately eleven-hundred (1,100) tons per day, and 
such related facilities as the Contractor may consider necessary, to 
be located in the State of Arkansas, each as more fully described in 
certifications from the Secretary of the Interior to the Administra- 
tor of General Services, dated December 11, 1950, January 4, 1951, 
and January 23, 1951, and in a certification from the Defense Pro- 
duction Administration to the Administrator of General Services, 
dated May 17, 1951, copies of which certifications are attached 
hereto and made a part hereof as exhibits A, B, C and D, respec- 
tively. As used in this contract, the terms “additional facilities”, 
“additional aluminum smelting facilities” and “additional alumina 
facilities” shall have the meaning set forth in this ARTICLE II. 


ARTICLE IIL 


Disposition of Production From Additional Aluminum 
Smelting Facilities. 


Commencing with the date of completion of the additional 
facilities, and continuing until the completion or termination of 
this contract, and subject to such priorities in delivery as may be 
required pursuant to law, the additional production from the addi- 
tional facilities shall be disposed of as follows: 
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GOVERNMENT REQUIREMENTS. 

(a) CALL ON ADDITIONAL ALUMINUM PRODUCTION. The 
Government may require the Contractor to sell to it, at the 
price provided in paragraph 1 of ARTICLE XI, all or any of the 
additional aluminum production for each consecutive six- 
month period during the continuance of this agreement, the 
first such period commencing with the date of completion of 
the additional facilities. 


(b) INITIAL NOTICE AND SALES. At least ninety (90) 
days before the date on which the Contractor estimates the 
additional facilities will be completed, it shall advise the Gov- 
ernment of the estimated date of completion and of the amount 
of the additional aluminum production it estimates it will pro- 
duce from the additional facilities during the first six months 
after completion. It is recognized that, after the facilities are 
completed within the meaning of this agreement, additional 
time thereafter will be required to bring the aluminum smelting 
pots to full capacity, and that production for the first six 
months after completion of a plant may be less than the pro- 
duction in subsequent six-month periods. Within thirty (30) 
days after receipt of such notice, the Government shall notify 
the Contractor in writing of the amount of aluminum it elects 
to purchase during the said first six-month period, The notice 
shall be a firm order for the purchase of the quantity stated, 
and deliveries to the Government shall commence as soon as 
practical after the date of completion of the additional facili- 
ties. Notwithstanding such estimate, the Contractor shall not 
be obligated to deliver to the Government aluminum in excess 
of the amount produced from the additional facilities during 
said period. 


(c) SUBSEQUENT NOTICES AND SALES. Thereafter, at 
least ninety (90) days prior to the beginning of each subse- 
quent six-month period during the continuance of this agree- 
ment, the Government shall give notice in writing to the Con- 
tractor of the amount of the additional aluminum production 
it elects to purchase for such period. Each such notice, when 
given, shall be a firm order for the purchase of the quantity 
stated. If no notice is given within the time provided in the 
preceding sentence, the Contractor shall be under no obliga- 
tion to deliver aluminum to the Government pursuant to this 
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paragraph 1 (c) of Articte III during the following six- 
month period. 


(d) COMPLIANCE WITH STOCKPILE SPECIFICATIONS. The 
Government shall in each such notice specify the amount of 
aluminum it desires to have comply with the national stock- 
pile material purchase specification current at the time of such 
notice. Thereafter, the Contractor shall deliver such quantities 
in accordance with such specification, provided that (i) the Con- 
tractor shall not be required under this paragraph 1(d) of Ar- 
TICLE III to deliver metal meeting a specification more burden- 
some than Munitions Board purchase specification P-62 in effect 
at the date of this contract, and (ii) the Government may not 
order more than twenty thousand (20,000) short tons of alu- 
minum which are required to meet the stockpile specification in 
any six-month period, or proportionate amounts in lesser 
periods. 


(e) EQUITABLE ALLOCATION AMONG DOMESTIC PRODUCERS. 
It is the intent of the parties that the Administrator will exer- 
cise the Government’s right to purchase aluminum under this 
paragraph 1 of ARTICLE III so as to purchase approximately 
equal percentages of the additional production produced by 
the Contractor, by Kaiser Aluminum & Chemical Corporation 
and by Reynolds Metals Company, respectively, under this pro- 
gram of expanded aluminum production; and the Administra- 
tor agrees that insofar as practicable, the Government will not 
purchase from the Contractor under this paragraph 1 of AR- 
TICLE III quantities which are inequitable to the Contractor in 
the light of the quantities being purchased from such other 
companies, provided, that the Government shall not be obli- 
gated to undergo any price disadvantage by reason of the pro- 
visions of this paragraph 1(e) of ARTICLE III. 


(f) MONTHLY DELIVERIES. Deliveries under all orders 
pursuant to this paragraph 1 of ArTIcLE III shall be made in 
approximately equal monthly quantities, unless a different de- 
livery schedule is specified in the Government’s notice, pro- 
vided, that the Government shall not specify for delivery in 
any one month a quantity greater than one month’s produc- 
tive capacity of the additional facilities. 
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2. SALES TO NON-INTEGRATED USERS. 


(a) AMOUNT AND NOTICE. For each consecutive six-month 
period referred to in paragraph 1 of this ARTICLE III, the Con- 
tractor shall offer for sale to non-integrated users on the terms 
and conditions provided for in paragraph 1 of ARTICLE XI, 
aluminum pig or ingot in the aggregate quantity, if any, by 
which the amount ordered by the Government for the said six- 
month period, in accordance with paragraph 1 of this ARTICLE 
III, is less than two-thirds of the reasonably estimated addi- 
tional production for such period. As used in this agree- 
ment, the term “non-integrated user” shall mean any manufac- 
turer, fabricator, finisher or producer of aluminum in the 
United States who is not a producer of primary aluminum or an 
affiliate or subsidiary of such a producer, and who is purchas- 
ing aluminum hereunder for his own manufacturing, fabricat- 
ing, finishing or producing operations. Said offer to sell alu- 
minum pig or ingot to non-integrated users shall be made for a 
period of at least thirty (30) days and shall be made by pub- 
lishing a notice in the metal trades journal known as “The 
American Metal Market” or by such other method as the Con- 
tractor and the Administrator may mutually agree upon. Such 
notice shall advise that said aluminum is for sale and that such 
non-integrated users may submit orders for the purchase there- 
of during a period of thirty (30) days from the date of first 
publication of the notice. Such notice shall be published in 
each edition for two weeks, commencing at least thirty (30) 
days prior to the beginning of the first six-month period and at 
least sixty (60) days prior to the beginning of each subsequent 
six-month period. 


(b) Terms OF SALE. All orders shall be subject to the 
Contractor’s acceptance, to its approval of the credit of the 
purchaser and to its standard terms and conditions of sale 
then in effect. Subject to the provisions of the foregoing 
sentence, the Contractor shall accept, on a first-come, first- 
served basis, orders from non-integrated users sufficient to 
equal the quantity thus offered for sale as provided in para- 
graph 2(a) of this ARTICLE III, but thereafter the Contractor 
shall have no obligation to accept any further orders from 
non-integrated users for the period. Nothing herein shall 
prohibit the Contractor from reducing the quantity of any order 
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which it considers disproportionately large in relation to the 
other orders it has received from other non-integrated users for 
such period. If, pursuant to the terms of paragraph 2(a) of 
this ARTICLE II, the amount of aluminum which the Contractor 
is obligated to offer for sale to such non-integrated users is zero, 
then the Contractor need not publish the notice or make the 
offer to non-integrated users referred to above. Nothing in this 
paragraph 2 of ARTICLE III is intended to affect or prejudice 
the Contractor’s privilege first to sell or offer for sale to indus- 
try aluminum produced from its other facilities. 


(c) ENFORCEMENT BY THE GOVERNMENT. It is understood 
and agreed that (i) the Government may enforce the provisions 
of this paragraph 2 of ARTICLE III in its own name by first 
seeking specific performance, and in the event the court de- 
cides that no equitable remedy lies, then the Government may 
sue for damages, and in that event the measure of damages 
shall be the damages to non-integrated users affected, but not 
including consequential damages, and (ii) only the Govern- 
ment may enforce this provision, and no third party shall have 
any right whatever to enforce this provision, either in its own 
right or by derivative right from the Government. 


(d) ConTRAcT COMMITMENTS. It is recognized that the 
Contractor has made and intends in the future to make con- 
tracts with customers who are non-integrated users for the 
delivery of aluminum pig, ingots and billets which may be 
produced from the additional facilities. The maximum quantity 
of aluminum which the Contractor may be obligated to de- 
liver pursuant to such commitments for any applicable six- 
month period may be deducted from the quantity which the Con- 
tractor is obligated to make available to other non-integrated 
users for such six-month period under this paragraph 2 of 
ARTICLE III, provided, that the Contractor may not so deduct 
any quantities to be delivered pursuant to any contract which 
requires the Contractor to deliver in excess of five hundred 
thousand (500,000) pounds of aluminum per month to the pur- 
chaser unless such contract shall have been approved by the 
Administrator. The Administrator shall be deemed to have 
approved any such contract unless he disapproves the same and 
so notifies the Contractor in writing within fifteen (15) days 
after written notice has been received by him of the terms of 
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such contract. Any quantity so deducted by the Contractor 
and not actually delivered pursuant to such contracts, and not 
delivered to other non-integrated users during such six-month 
period, shall be added to the quantity which the Contractor is 
obligated to offer to non-integrated users during the subse- 
quent six-month period. 


(e) REVIEW OF GOVERNMENT OrpeErS. If, after receiving 
the notice from the Government of the amount of aluminum it 
elects to purchase, as provided in paragraph 1 of this ARTICLE 
III, the Contractor finds that the quantity ordered by the Gov- 
ernment for any six-month period is such that it may be im- 
possible for the Contractor to fulfill its prior commitments to 
such other customers as are non-integrated users, the Contrac- 
tor may advise the Administrator of such fact. The Admin- 
istrator shall thereupon review the quantity ordered by the 
Government and, if under all of the circumstances the Admin- 
istrator considers it advisable, he may reduce the quantity 
ordered by the Government. 


3. SALES TO THE GOVERNMENT OF UNSOLD OR UNUTILIZED ADDITIONAL 
PRODUCTION. 


Any quantity of additional production not disposed of in 


accordance with paragraphs 1 and 2 of this ARTICLE III, and not 
otherwise sold or utilized by the Contractor, may be tendered to 
the Government in the form of pig only during each consecutive 
twelve-month period (the first such period commencing with the 
date of completion of the additional aluminum-producing facili- 
ties). Such tender or tenders shall be made during the first ten 
(10) days of any calendar month during such period and during 
the first ten (10) days following the expiration of such period, and 
all such tenders shall be considered to be applicable to such period. 
The Government shall purchase the amount so tendered at the price 
specified in paragraph 2 of ARTICLE XI. The Government shall not 
be required to buy under this paragraph 3 of ARTICLE III, for any 
twelve-month period specified in said paragraph, more than the 
actual output of the additional aluminum-producing facilities dur- 
ing such period, less the quantity of such additional production 
disposed of under paragraphs 1 and 2 of this ARTICLE III or other- 
wise sold or utilized by Contractor, provided, that in such compu- 
tation the Contractor’s right of substitution under paragraph 2 of 
ARTICLE VI is recognized. 
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4. AGGREGATE OBLIGATION TO SELL. 

In no event, except as provided in ARTICLE VII and ARTICLE IX, 
shall the Government be obligated to order or purchase, or the 
Contractor be obligated to accept orders from either the Govern- 
ment or non-integrated users for an amount of aluminum which, 
added to the prior production sold or utilized by the Contractor 
of aluminum from the additional facilities after the date of comple- 
tion of such facilities, exceeds six hundred thousand (600,000) 
short tons. 


ARTICLE IV. 
Sale of Production Before Completion of Additional Facilities. 


The Government may require the sale to it of all or any part of 
the aluminum produced from the additional facilities from the date 
of the beginning of commercial production and prior to the date 
of completion of the facilities. Such sale shall be at the price pro- 
vided in paragraph 1 of ARTICLE XI. When the Contractor is reason- 
ably able to do so, and between ninety (90) days and sixty (60) days 
before the date the Contractor estimates commercial production 
will begin, it shall advise the Government of the time when it esti- 
mates that aluminum will first be produced commercially at the 
additional facilities and of the quantity which it estimates will be 
produced from such time until the date of completion of the facili- 
ties. Between sixty (60) days and thirty (30) days prior to the 
estimated date when aluminum will first be produced commercially, 
the Government shall notify the Contractor in writing of the amount 
of such metal it desires to purchase, which notice shall be a firm 
order by the Government to purchase the quantity of aluminum 
specified therein at the price and upon the terms and conditions 
set forth in paragraph 1 of ARTICLE XI for the sale of aluminum to 
the Government after completion of the additional facilities, pro- 
vided, that during such period the Contractor shall not be required 
to deliver any aluminum of stockpile specifications beyond its rea- 
sonable ability to do so during said period, or any aluminum in an 
amount exceeding the production of the additional facilities. The 
Contractor shall offer in pig or ingot form for sale to non-integrated 
users, on the terms and conditions provided in paragraph 1 of 
ARTICLE XI, the quantity, if any, by which the amount ordered by 
the Government for said period is less than two-thirds of the esti- 
mated production from the additional facilities for such period, sub- 
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ject to the terms and conditions of paragraph 2 of ARTICLE III, Any 
quantity of aluminum produced or sold during this period shall not 
reduce the quantities otherwise specified in this contract, and spe- 
cifically shall not be included as a portion of the six hundred thou- 
sand (600,000) tons specified in ARTICLE I, nor included in the three 
hundred thousand (300,000) tons specified in paragraph 1 of 
ARTICLE VIII. 


ARTICLE V. 
Payment for Aluminum Delivered to Government. 


The Contractor shall be paid by the Government for all alu- 
minum delivered and accepted upon the submission of properly 
certified invoices or vouchers. Such invoices or vouchers may be 
submitted to the Government upon each delivery of aluminum. 


ARTICLE VI. 


Relationship of Additional to Existing Facilities. 
1. GOVERNMENT COMMITMENTS LIMITED TO PRODUCTION FROM ADDI- 
TIONAL FACILITIES. 

It is the intention of this contract that the Government, by 
agreeing to purchase aluminum from the additional facilities as 
herein provided, guarantees the disposition of the entire out- 
put of the additional facilities to the extent of the six hundred 
thousand (600,000) ton quantity specified in ARTICLE I, subject 
to its right of termination as provided in paragraph 1 of ARTICLE 
VIII. In this connection, it is recognized that the Contractor now 
has other aluminum smelting facilities and in the future may ac- 
quire further aluminum smelting facilities other than those to be 
constructed under this contract. It is understood that except as 
to orders from the Government expressly placed pursuant to this 
contract for aluminum to be produced from the additional facilities, 
the Contractor may first dispose of the production from such other 
facilities or utilize for its own purposes the production of such other 
facilities, before disposing of or utilizing aluminum from the addi- 
tional facilities, and that, in accordance with paragraph 3,0f ARTICLE 
III, the Government will purchase from the Contractor all of the 
production from the additional facilities not otherwise disposed of 
or utilized by the Contractor. The Government does not, by this 
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contract, guarantee or agree to purchase production from other 
facilities. 


2. DELIVERIES OF SUBSTITUTED ALUMINUM. 

Without affecting the rights and duties of the parties as set 
forth in paragraph 1 of this ARTICLE VI, deliveries to the Govern- 
ment and to non-integrated users pursuant to ARTICLEs III, IV, VII 
and IX of this contract may, at the Contractor’s option, be made by 
substituting aluminum produced from other facilities for aluminum 
actually produced from the additional facilities. In such event, 
any necessary invoice adjustments shall be made so that the cost 
to the Government shall not be increased thereby. 


8. FULFILLMENT OF CONTRACTUAL OBLIGATIONS FROM OTHER FACILI- 
TIES. 


In the event that it becomes an economic burden for the Con- 
tractor to continue to operate some or all of the additional facilities, 
as well as its existing facilities, the Contractor may petition the Ad- 
ministrator, setting forth all of the facts and asking for the privi- 
lege of closing down all or any portion of the additional facilities 
that it considers uneconomic and of delivering from other facilities 
the aluminum to be delivered to the Government or the non- 
integrated users hereunder. Upon receipt of such petition, the 
Administrator shall give careful and due consideration to such re- 
quest and grant such relief, if any, as he considers equitable to the 
Contractor, on such terms and conditions as he may determine, in- 
cluding, but not by way of limitation, a provision (a) that the 
Contractor continue to make aluminum available to non-integrated 
users in the quantities and under the terms and conditions set forth 
in paragraph 2 of ARTICLE III, and (b) if the Administrator deems 
it appropriate, that the Contractor shall not be subject to the pro- 
visions for purchase by the Government of all or part of the addi- 
tional facilities under ARTICLE XV while and so long as the Contrac- 
tor operates (or closes down) the additional facility or facilities 
to the extent and during the period specified by the Administrator 
in his grant of relief. 


4. THE CONTRACTOR’S RIGHT TO UTILIZE THE OUTPUT OF ITS OTHER 
FACILITIES. 


Except as provided in paragraphs 2 and 3 of this ARTICLE VI, 
nothing ‘in this contract is intended to control the sale or use by 
the Contractor of aluminum produced from facilities other than 
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the additional facilities provided for hereunder or to direct the 
manner or extent of such sale or use. 


ARTICLE VIL. 
Sale of Aluminum to Non-Integrated Users for Fifteen Years. 


As an inducement to the Government to enter into this con- 
tract, and as part of the consideration therefor, the Contractor 
agrees that for a period of fifteen (15) years from and after the 
date of completion of performance specified in ARTICLE I, or until 
any loan guaranteed by the Government pursuant to ARTICLE X is 
fully repaid, whichever shall be the longer, and provided that the 
Government does not exercise its right of termination, the Contrac- 
tor will make available each year for sale to non-integrated users, 
under credit conditions as to each purchaser satisfactory to the 
Contractor, at the price stated in paragraph 1 of ARTICLE XI, a 
quantity of aluminum equal to twenty-five percent (25%) of the 
annual capacity of the additional aluminum smelting facilities, pro- 
vided, that the obligation to make sales under this paragraph is 
limited to those purchasers who, at least ninety (90) days in ad- 
vance of the Contractor’s production year, make firm purchase com- 
mitments with the Contractor for specified quantities for such pro- 
duction year. Said aluminum will be offered on a first-come, first- 
served basis, except that in the event the Contractor for any year 
receives orders in excess of such twenty-five per cent (25%) noth- 
ing herein shall prohibit the Contractor from reducing the quantity 
of any order which it considers disproportionately large in relation 
to the other orders it has received from other customers for such 
year under this ARTICLE VII. Nothing contained in this ARTICLE 
VII shall require the Contractor to operate its additional facilities, 
but the Contractor shall be obligated to make available a quantity 
equal to twenty-five percent (25%) of the aluminum smelting capac- 
ity of such additional facilities whether or not said facilities are 
actually operated, provided, that this obligation may be postponed 
if and to the extent that the Contractor’s failure to operate its addi- 
tional facilities is the result of force majeure as defined in ARTICLE 
XII. It is understood and agreed that (a) the Government may 
enforce this provision in its own name, by first seeking specific per- 
formance, and in the event the court decides that no equitable rem- 
edy lies, then the Government may sue for damages, and in that 
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event the measure of damages shall be the damages to non-inte- 
grated users affected, but not including consequential damages, and 
(b) only the Government may enforce this provision, and no third 
party shall have any right whatever to enforce this provision, either 
in its own right or by derivative right from the Government. 


ARTICLE VIII. 
Termination. 


1. RIGHT OF THE GOVERNMENT TO TERMINATE. 


The Government shall have the right to terminate this contract 
for its convenience upon or at any time after the additional facili- 
ties have produced three hundred thousand (300,000) short tons of 
aluminum subsequent to the date of completion of construction 
by giving to the Contractor a written notice of termination. 
Such notice shall state the date (hereinafter called the effective 
date of termination) upon which it is to become effective, which 
date shall be at least ninety (90) days after the date of its receipt 
by the Contractor. The termination of this contract, as provided in 
this ARTICLE VIII, shall not have the effect of cancelling or termi- 
nating any order placed by the Government for aluminum pursuant 
to paragraph 1 of ARTICLE III or any tenders made by the Con- 
tractor to the Government pursuant to paragraph 3 of ARTICLE III 
before the effective date of termination, to the extent that such 
aluminum has been produced prior to such effective date of termi- 
nation. The Contractor’s obligations to non-integrated users under 
paragraph 2 of ARTICLE III, ARTICLE IV and ARTICLE VII are auto- 
matically terminated as of the effective date of termination by the 
Government of its contract to purchase aluminum hereunder. 


2. CANCELLATION PAYMENT TO THE CONTRACTOR. 

If the Contractor, at any time after such termination and 
before the costs of all the groups of additional facilities to be con- 
structed hereunder have been completely amortized or depreciated 
for Federal income tax purposes, notifies the Administrator that 
it intends to elect, with respect to any or all of said groups of facili- 
ties the cost of which has not been completely so amortized or de- 
preciated, to avail itself of the provisions of Section 124A (g) of 
the Internal Revenue Code, as amended by Section 216 of the Reve- 
nue Act of 1950, and to receive a cancellation payment as defined 
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in Section 124A (g) (1) (A) with respect to such group or groups 
of facilities: 

(a) TERMINATION PAYMENT CERTIFIED UNDER SECTION 
124A(g) OF THE INTERNAL REVENUE CODE. The Contractor shall 
give written notice to the Administrator of its intention so 
to elect and thereupon there shall become due and payable 
from the Government to the Contractor a termination pay- 
ment equal to the adjusted basis (as computed in the de- 
termination of amortization for Federal income tax purposes, 
pursuant to the provisions of Section 124A (e) of the Internal 
Revenue Code), of the additional facilities, or any one or 
more of the three units thereof as detailed in ARTICLE II, as 
of the beginning of the month in which such notice of inten- 
tion to elect is given by the Contractor, provided, that no termi- 
nation payment shall be made pursuant to this paragraph 2 (a) 
of ARTICLE VIII unless such payment is certified as provided in 
Section 124A(g) of the Internal Revenue Code. The election 
by the Contractor, referred to in this paragraph 2(a) of ARTI- 
CLE VIII, as to any one or more of said groups of facilities need 
not be made simultaneously but may be made at any time, or 
from time to time, as to any group until the cost of such group 
has been amortized to the extent of the adjusted basis thereof 
for amortization purposes as defined by Section 124A (e) of the 
Internal Revenue Code. It is the intent of the Administrator 
and the Contractor that any termination payment which may 
be made pursuant to the provisions of this paragraph 2(a) of 
ARTICLE VIII will be compensation to the Contractor for the un- 
amortized cost of an emergency facility (also identified 
throughout this contract as an additional facility) because a 
contract with the United States involving the use of the facility 
has been terminated by its terms or by cancellation as pro- 
vided in Section 124A(g) of the Internal Revenue Code, as 
amended by Section 216 of the Revenue Act of 1950, and the 
Administrator agrees to recommend to the certifying authority 
specified in Section 124A (g) of the Internal Revenue Code that 
such authority so certify. 


(b) ALTERNATIVE TERMINATION PAYMENT. If the Con- 
tractor intends to elect to avail itself of the provisions of Sec- 
tion 124A(g) of the Internal Revenue Code in respect to any 
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group or groups of such emergency facilities (also identified 
throughout this contract as additional facilities), and has 
given written notice of such intention to the Administrator, but 
the certifying authority designated pursuant to the provisions 
of such Section does not, in respect to any one or more of such 
groups of emergency facilities, certify by the end of the Con- 
tractor’s fiscal year in which such notice of intention to elect is 
made that the payment is a payment as compensation for the 
unamortized cost of an emergency facility made because a con- 
tract with the United States involving the use of such facility 
has been terminated by its terms or by cancellation, or if Sec- 
tion 124A(g) of the Internal Revenue Code shall have been re- 
pealed or modified before any termination payment authorized 
under paragraph 2(a) of this ARTICLE VIII is requested or re- 
ceived, then there shall become due and payable from the Gov- 
ernment to the Contractor in respect to such group or groups of 
emergency facilities the cost of which shall not have been com- 
pletely amortized or depreciated, upon the Contractor’s written 
request therefor, a termination payment which shall be equal 
to the adjusted basis of such emergency facilities, as of the 
beginning of the month in which such notice of intention to 
elect is given by the Contractor, as computed in the determina- 
tion of amortization for Federal income tax purposes, pursuant 
to the provisions of Section 124A (e) of the Internal Revenue 
Code, and which shall become due and payable in installments 
as follows: For the Contractor’s fiscal year in which it gives 
notice of its intention to elect to receive a termination pay- 
ment with respect to any such group of facilities, the Govern- 
ment shall pay to the Contractor an amount equal to the amor- 
tization deduction allowable with respect to such group or 
groups of facilities for Federal income tax purposes for the 
period commencing with the month in which the notice of in- 
tention to elect is given and ending with the close of such fiscal 
year, and said payment shall become due and payable as of 
the month in which such notice of intention to elect was 
given; and as of July 1 of each fiscal year of the Con- 
tractor thereafter, the Government shall pay to the Contractor 
an amount equal to the amortization deduction allowable with 
respect to such group or groups of facilities for Federal income 
tax purposes for such fiscal year reduced by an amount equal 
to the aggregate of the applicable production charges com- 
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puted under paragraph 2(c) of this ARTICLE VIII on the fol- 
lowing basis: 

(i) for the first fiscal year subsequent to the year 
in which notice of intention to elect to receive a cancel- 
lation payment is given, on each ton of aluminum and of 
alumina produced from the additional facilities, between 
the first day of the month in which the notice of intention 
to elect is made and the first day of July next following; 


(ii) for each subsequent fiscal year, on each ton of 
aluminum and of alumina produced from the additional 
facilities, during the twelve (12) months immediately pre- 
ceding the first day of July of such fiscal year. 


(c) PRODUCTION CHARGE PAYABLE TO THE GOVERNMENT. 
If and only if the Contractor receives a termination payment 
or payments with respect to either or both groups of the addi- 
tional aluminum smelting facilities pursuant to paragraph 
2(a) or 2(b) of this ARTICLE VIII, the Contractor shall pay to 
the Government a production charge as hereinafter specified 
on each ton of aluminum produced from the additional alumi- 
num smelting facilities after the receipt of such payment, or 
installment thereof, and sold or utilized. If and only if the 
Contractor receives a termination payment or payments with 
respect to the additional alumina facilities pursuant to para- 
graph 2(a) or 2(b) of this ARTICLE VIII, the Contractor shall 
pay to the Government a production charge as hereinafter 
specified on each ton of alumina produced from the additional 
alumina facilities after the receipt of such payment, or install- 
ment thereof, and sold or utilized. Said production charges 
shall be paid by the Contractor regardless of whether the Con- 
tractor itself shall or shall not, at any particular time or times, 
own or occupy said additional facilities, and regardless of 
whether, at any particular time or times, the operation of said 
additional facilities or the production of aluminum or alumina 
therefrom is effected by the Contractor or by some entity other 
than the Contractor, provided, that no production charges shall 
be payable with respect to any group of additional aluminum 
smelting facilities if or after the Government purchases that 
group of additional aluminum smelting facilities under the pro- 
visions of ARTICLE XV, and provided further, that no production 
charges shall be payable with respect to the additional alumina 
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facilities if or after the Government purchases the additional 
alumina facilities under the provisions of Article XV. 

The production charge per ton of aluminum with respect 
to the additional aluminum smelting facilities, if and after a 
termination payment or installment thereof shall have been 
received by the Contractor with respect to either or both 
groups thereof, shall be seventy-five per cent (75%) of an 
amount determined by dividing (i) the number of tons ob- 
tained by subtracting from six hundred thousand (600,000) 
tons of aluminum the number of tons of aluminum actually 
produced from the additional aluminum smelting facilities pur- 
suant to this contract from the date of their completion to the 
termination date, into (ii) the adjusted basis, as of the termi- 
nation date and as computed in the determination of amortiza- 
tion for Federal income tax purposes pursuant to the pro- 
visions of Section 124A(e) of the Internal Revenue Code, of 
the group or groups of additional aluminum smelting facilities 
with respect to which the Contractor shall have received a 
termination payment or payments. 

The production charge per ton of alumina with respect to 
the additional alumina facilities, if and after a termination 
payment or installment thereof shall have been received by the 
Contractor with respect thereto, shall be forty-five per cent 
(45% ) of an amount determined by dividing (i) twice the 
number of tons obtained by subtracting from six hundred thou- 
sand (600,000) tons of aluminum the number of tons of alumi- 
num actually produced from the additional aluminum smelting 
facilities pursuant to this contract from the date of completion 
of the additional aluminum smelting facilities to the termina- 
tion date, into (ii) the adjusted basis, as of the termination 
date and as computed in the determination of amortization for 
Federal income tax purposes pursuant to the provisions of Sec- 


tion 124A (e) of the Internal Revenue Code, of such additional 
alumina facilities. 


Any production charge payable by the Contractor with re- 
spect to the additional aluminum smelting facilities, as here- 
tofore detailed in this paragraph 2(c) of ARTICLE VIII, shall be 
paid either (i) until the expiration of fifteen (15) years from 
the receipt of the termination payment, or the first installment 
thereof if paid in installments (and in such event shall also be 
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paid on all aluminum produced from the additional aluminum 
smelting facilities but not yet sold or utilized at the expiration 
of such fifteen-year period), or (ii) until the total of such pro- 
duction charges paid equals the amount of the total termina- 
tion payment made with respect to the additional aluminum 
smelting facilities, whichever first occurs. After the occur- 
rence of either said event, the Contractor shall be under no 
further obligation to pay such production charge in respect of 
the additional aluminum smelting facilities. 


Any production charge payable by the Contractor with 
respect to the additional alumina facilities, as heretofore de- 
tailed in this paragraph 2(c) of ArTicLe VIII, shall be paid 
either (i) until the expiration of fifteen (15) years from the 
receipt of the termination payment, or the first installment 
thereof if paid in instailments (and in such event shall also 
be paid on all alumina produced from the additional alumina 
facilities but not yet sold or utilized at the expiration of such 
fifteen-year period), or (ii) until the total of such production 
charges paid equals the amount of the total termination pay- 
ment made with respect to the additional alumina facilities, 
whichever first occurs. After the occurrence of either said 
event, the Contractor shall be under no further obligation to 


pay such production charge in respect of the additional alumina 
facilities. 


If a termination payment is made in installments under 
the provisions of paragraph 2(b) of this ARTICLE VIII with 
respect to any group of facilities, any production charges there- 
after due and payable with respect to such facilities may be 
used by the Government as an Offset against any installment of 
a termination payment also due and payable to the Contractor 
as more fully detailed in paragraph 2(b) of this ArTIcLE VIII, 
provided, that a producticn payment thus used as an offset by 
the Government shall not otherwise be payable by the Con- 
tractor. 


(d) CERTIFICATION OF PRODUCTION AND PAYMENT OF PRo- 
DUCTION CHARGE. Within ninety (90) days after the end of 
each month following the date of the receipt of any termination 
payment or the first installment thereof and until the Con- 
tractor’s obligation to pay all production charges has expired, 
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the Contractor shall furnish to the Government a certified 
statement of the number of tons, if any, of aluminum and alu- 
mina produced from the additional facilities and sold or utilized 
during such monthly period and shall, with such certificate, pay 
to the Government the amount of production charges due for 
such period (except as provided in paragraphs 2(b) and 2(c) 
of this ARTICLE VIII or as may have been paid in advance as 
provided for in paragraph 2(e) of this ARTICLE VIII). 























(e) PAYMENT OF PRODUCTION CHARGE IN ADVANCE. At 
its option, the Contractor may pay all or any part of any pro- 
duction charge in advance. 











(f) CHANGE IN PRODUCTION CHARGE. If the rate of such 
production charges, as calculated above, shall become an undue 
economic burden to the Contractor and the Contractor shall so 
demonstrate to the satisfaction of the Administrator, then the 
Administrator shall grant such reduction in said rate and such 
extension of the period during which such reduced rate shall 
be payable upon actual production, as he may deem appropriate. 























(g) TERMINATION PAYMENT Is EXCLUSIVE REMEDY. In 
the event of termination of this contract by the Government 
as provided in paragraph 1 of this ARTICLE VIII, the sole right 
and remedy of the Contractor, either at law or equity, shall be 
to receive a termination payment or payments, under the cir- 
cumstances and subject to the terms and conditions set forth 
in this ARTICLE VIII. 





















8. ELECTION TO CONTINUE AMORTIZATION IN LIEU OF TERMINATION 
PAYMENT. 


Except as provided in paragraph 2(b) of this ARTICLE VIII, it 
the Contractor, after termination, does not elect to avail itself of the 
provisions of Section 124A(g) of the Internal Revenue Code, but 
continues to take the sixty-month amortization deduction author- 
ized by Section 124A of said Code with respect to all of the 
additional facilities until the expiration of the sixty-month period, 
then the Government shall not be obligated to make any termina- 
tion payment to the Contractor, provided, that the Contractor may, 
at its option, elect to avail itself of the provisions of Section 
124A (g) of the Internal Revenue Code as to any one or more of the 
three units of additional facilities as detailed in ARTIcLE II, at any 
time or from time to time after termination and prior to the expira- 
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tion of such sixty-month period, and upon so doing, will be entitled 
to termination payments, as hereinbefore provided in paragraph 2 
of this ARTICLE VIII, with respect to the additional facilities as to 
which such election was made. 


4. TERMINATION PAYMENT LIMITED TO 80% OF AMORTIZABLE COST. 
Nothing in this contract is intended to limit or curtail the Con- 
tractor’s statutory right to discontinue amortization deductions 
under Section 124A of the Internal Revenue Code at any time, pro- 
vided, that the Contractor’s exercise of such right shall not in- 
crease the amount of the termination payment or payments 
otherwise payable to the Contractor under this ARTICLE VIII had 
the Contractor not elected to exercise such right, nor extend the time 
within which the Contractor may elect to request or take any 
termination payment provided for in this ARTICLE VIII. Whether 
the Contractor is or is not taking, or has or has not taken, amortiza- 
tion deductions under said Section 124A with respect to any of the 
additional facilities or any part thereof, the termination payment or 
payments with respect thereto shall be computed as if the Con- 
tractor had been taking such amortization deductions. In any 
event, the limit of the Government’s obligation to make any termi- 
nation payment with respect to any group of facilities shall not 


exceed eighty per cent (80%) of the cost of such group of facilities 
as computed for Federal income tax purposes less an amount equal 
to one-sixtieth (1/60th) of eighty per cent (80%) of such cost for 
each month following the month in which such group of facilities 
was completed, up to and including the month preceding the month 
as of which the termination payment or the first installment 
thereof becomes due and payable. 


5. PARTIAL EXERCISE OF THE CONTRACTOR'S RIGHTS. 

Such rights as the Contractor may have under this contract (a) 
to receive termination payments under this ARTICLE VIII, including 
the resulting obligations detailed in ArTicLEs VIII, IX and XV, 
and (b) to obtain Government guarantees of loans for the con- 
struction of additional facilities, as hereinafter detailed in ARTICLE 
X, may be exercised by the Contractor either with respect to all the 
additional facilities, or severally and from time to time, with re- 
spect to any one or more of the following subdivisions of such facil- 
ities: (a) the two additional potlines for the smelting of aluminum, 
with related power and auxiliary facilities, to be built at the Con- 
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tractor’s existing Point Comfort, Texas, aluminum smelting plant, 
(b) the aluminum smelting plant, with related power and auxiliary 
facilities, to be built near Wenatchee in the State of Washington, 
and (c) the additional alumina facilities to be built in the State of 
Arkansas, each as more fully detailed in ARTICLE II. 


ARTICLE IX. 


The Contractor’s Obligation to Sell While Under Obligation to 
Make Production Charge Payments. 


1. ALUMINUM. 


While the Contractor’s obligation to the Government to make 
production charge payments, pursuant to ARTICLE VIII, continues 
with respect to the additional aluminum smelting facilities, the 
Contractor agrees, to the extent that it actually produces alumi- 
num at the additional aluminum smelting facilities, to make such 
aluminum available for sale to the Government, in the manner and 
subject to the terms and conditions provided in paragraph 1 of 
ARTICLE III, and to non-integrated users in the manner and sub- 
ject to the terms and conditions provided in paragraph 2 of ARTICLE 
III, in both instances at the prices provided for in paragraph 1 of 
ARTICLE XI, provided, that the Contractor’s obligation to sell alu- 
minum to the Government and to non-integrated users during any 
period pursuant to this ARTICLE IX shall not exceed a total of 


twenty-five per cent (25%) of the production from the additional 
facilities for such period. 


2. ALUMINA. 
While the Contractor’s obligation to the Government to make 
production charge payments, pursuant to ARTICLE VIII, continues 
with respect to the additional alumina producing facilities, the Con- 
tractor agrees, to the extent that it actually produces alumina in 
such additional facilities, to make available for sale to others such 
quantity of alumina produced at such additional alumina facilities, 
which, together with the Contractor’s own requirements from such 
facilities and a reasonable allowance for needed spare capacity, will 
not exceed the capacity of these additional facilities for producing 
alumina. The Contractor will make such alumina available at its 
current market price for the grade and quantity of alumina involved 
(including and subject to the terms and conditions applicable 


700 ALUMINUM INDUSTRY 


thereto). If the Contractor should have more than one current 
market price in effect for the grade and quantity of alumina in- 
volved, the lowest of such market prices shall be deemed to be the 
Contractor’s current market price for the purpose of this ARTICLE 
IX. 


ARTICLE X. 


Government Guarantee of Loans. 


The Government, acting through the General Services Admin- 
istration as an authorized guaranteeing agency under Executive 
Order No. 10161, dated September 9, 1950, and Executive Order 
No. 10200, dated January 3, 1951, agrees to guarantee any loans 
obtained by the Contractor to construct the additional facilities to 
the extent required by the lender concerned and as determined by 
the guaranteeing agency after consideration of the recommenda- 
tions of the appropriate Federal Reserve Bank. If any such loan 
is guaranteed and remains unpaid, in whole or in part, at the time 
any termination payment or installment thereof described in 
ARTICLE VIII is due to the Contractor from the Government, the 
Government reserves the right, at its option, to require the Con- 
tractor to apply any or all of such termination payment or install- 


ment thereof to the payment of all or any part of the principal in- 
stallments of said guaranteed loan in the regular order of maturity. 


ARTICLE XI. 


Sales Price of Aluminum. 


1. ON ALUMINUM WHICH THE CONTRACTOR IS REQUIRED TO SELL. 

The price at which the Contractor is required to sell aluminum 
pig and ingot to the Government and non-integrated users in 
accordance with paragraphs 1 and 2 of ARTICLE III and ARTICLES 
IV, VII and IX shall be the Contractor’s published price (including 
and subject to the standard terms and conditions applicable there- 
to) in effect at the time of delivery for the grade, form, size and 
quantity of aluminum involved. If the Contractor should have 
more than one published price in effect for the grade, form, size and 
quantity involved, the lowest of such published prices shall be 
deemed the Contractor’s published price for the purposes of this 
ARTICLE XI. 
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2. ON PURCHASES WHICH THE GOVERNMENT MAY BE REQUIRED TO 
MAKE. 

The price at which the Government is required to buy the 
aluminum pig on tender by the Contractor, as detailed in para- 
graph 3 of ARTICLE III, shall be the Contractor’s published price 
(including and subject to the standard terms and conditions appli- 
cable thereto) in effect at the time of delivery for the grade, form, 
size and quantity involved, provided, that if at the time of delivery 
the current published price (including and subject to the standard 
terms and conditions applicable thereto) for the grade, form, size 
and quantity involved of either Reynolds Metals Company or Kaiser 
Aluminum & Chemical Corporation is lower than the Contractor’s 
published price, then, and during the period of such difference, the 
price at which the Government is required to buy aluminum pig 
tendered by the Contractor as aforesaid shall be the lowest of such 
published prices in effect at the time of delivery. The Contractor 
shall invoice the Government at its said published price in effect at 
the time of delivery and grant any credits required by the above 
formula in the Contractor’s first succeeding invoice after it becomes 
possible to compute such credits, which computation shall be 
promptly made. 


8. GOVERNMENT PRICE CONTROLS. 

(a) THE CONTRACTOR’S RIGHT OF CANCELLATION. In the 
event that price controls are placed upon aluminum by the 
Government which result in the Contractor’s inability to earn 
a reasonable profit from the operation of the additional facili- 
ties and, after reasonable efforis, the Contractor is unable 
to obtain relief from such price controls to the extent that such 
price controls cause such inability, then the Contractor shall 
have the right to terminate this contract. Such termination 
shall become effective thirty (30) days after receipt of written 
notice thereof delivered by the Contractor to the Administra- 
tor, and upon such termination the provisions of paragraphs 
2, 3, 4 and 5 of ARTICLE VIII shall apply. For the purposes of 
this paragraph 3 of ARTICLE XI, (a) in determining the Con- 
tractor’s profit, the amount of accelerated amortization in 
excess Of normal depreciation shall not be included in comput- 
ing the Contractor’s cost of production, and (b) it is the under- 
standing of the parties that the Contractor’s profit existing at 
the effective date of this contract is a reasonable profit. 
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(b) CONTRACT PRICE PROVISIONS REINSTATED AT END OF 
PRICE CONTROLS. In the event that the price control authorities 
grant relief to the Contractor in accordance with paragraph 
3(a) of this ARTICLE XI, with respect to the Contractor’s prices 
on sales to the Government or to non-integrated users, or both, 
pursuant to this contract, then the prices authorized by such 
relief shall apply to such sales under this contract during the 
effective period of such relief, but, upon the termination of 
such relief, the price provisions otherwise specified in this con- 
tract shall again govern. 


ARTICLE XIil. 


Force Majeure. 
1. EFFECT OF DELAYS. 

The time for performance by the Contractor of its obligations 
under the provisions of this contract relating to the construction of 
the additional facilities, to the production and delivery of aluminum 
from such additional facilities, and to the operation of such addi- 
tional facilities, shall be extended at the option of the Contractor 
and upon the terms and conditions set forth in the following pro- 
visos, by a time or times equivalent to any delays, interruptions or 
cessations occasioned by force majeure at any time subsequent to 
the effective date of this contract, (force majeure being herein de- 
fined as any cause which is beyond the reasonable control of and not 
due to the fault or negligence of the Contractor, including but not by 
way of limitation, acts of God, strikes, fire, storm, sabotage, acts of 
war or public enemy, and priority or allocation requirements or 
other acts of the Federal Government), provided, that the Con- 
tractor shall give to the Administrator, within thirty (30) days 
after the occurrence of each such force majeure, written notice 
thereof together with a statement setting forth the facts evidencing 
such force majeure, and provided further, that at the conclusion of 
the duration of each such force majeure the Contractor shall, within 


thirty (30) days thereafter, give to the Government written notice 
of the termination of such force majeure. 


2. THE CONTRACTOR’S RIGHT OF ELECTION TO PROCEED BEFORE 
COMPLETION. 


In the event that any occurrence of force majeure resulting 
from priority or allocation requirements or other acts of the Federal 
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Government prevents the date of completion of the additional alu- 
minum reduction facilities from occurring by or before January 1, 
1953, the Contractor may, at any time thereafter, by written notice 
delivered to the Administrator, elect to proceed with the perform- 
ance of this contract as if such date of completion had occurred. In 
the event of such election, the provisions of this contract which are 
expressly dependent upon the occurrence of such date of completion, 
including, without limitation, ArTicLEs III and VIII, shall become 
effective as if the date of completion of construction had occurred 
upon the date of receipt of such notice by the Administrator, pro- 
vided, that the amount of aluminum which it shall be the duty of 
the Government to buy and the duty of the Contractor to sell to 
the Government and to non-integrated users hereunder in each 
subsequent six-month period specified in and under the conditions 
of ARTICLE III shall be limited to the actual capacity of the addi- 
tional aluminum smelting facilities during such period, and, pro- 
vided further, that the provisions of this ARTICLE XII shall not 
relieve the Contractor from its obligations to complete the con- 
struction and operation of the additional facilities, except during 
the period or periods when the Contractor is prevented from so 
doing by conditions of force majeure. 


ARTICLE XIil. 


Termination for Cause. 


1. FAILURE OF THE GOVERNMENT TO GUARANTEE LOANS AFTER AP- 
PLICATION THEREFOR. 


If the Contractor should apply for a Government guarantee of 
loans pursuant to ARTICLE X and despite due diligence does not 
obtain such guarantees on terms satisfactory to Contractor, within 
forty five (45) days after the date when the Contractor applies for 
such guaranteed loans or after the date of execution of this agree- 
ment, whichever date may be later, the Contractor may, at any 
time thereafter before such guaranteed loans are obtained, termi- 
nate this agreement on the terms provided in ARTICLE XIV. If such 
guaranteed loans are not obtained within ninety (90) days after 
the Contractor applies for such guaranteed loans, then the Govern- 
ment may also, at any time thereafter before such guaranteed loans 
are obtained (or the application therefor withdrawn), terminate 
this agreement on the terms provided in ARTICLE XIV. 
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2. FAILURE TO OBTAIN NECESSARY PRIORITIES AND ALLOCATIONS. 

If the Contractor, despite due diligence, does not obtain all 
priorities and allocations necessary for the purchase and delivery of 
equipment, supplies, materials, and services of any nature required 
for the completion or placing into operation of the additional facil- 
ities, and the inability to obtain such priorities and allocations sub- 
stantially interferes with the completion or placing into operation 
of any of the additional facilities for a consecutive period of 180 
days, or such lesser period as may hereafter be mutually agreed 
upon, then the Contractor may terminate this agreement (a) as to 
either of the additional aluminum smelting facilities the completion 
of which has been so interfered with, (b) as to both the additional 
aluminum smelting facilities if the completion of both has been so 
interfered with or (c) as to all the additional facilities if the com- 
pletion of the additional alumina facilities has been so interfered 
with. 


ARTICLE XIV. 
Consequences of Termination for Cause. 


In the event this agreement is terminated in whole or in part 
pursuant to ARTICLE XIII, termination shall become effective thirty 
(30) days after receipt of notice delivered by the Contractor to the 
Administrator, or by the Administrator to the Contractor, as the 
case may be, and upon such termination the following provisions 
shall apply to the additional facilities with respect to which the 
agreement is terminated: 


1. AS APPLIED TO THE CONSTRUCTION OF ADDITIONAL FACILITIES. 
With respect to each contract or commitment theretofore made 
by the Contractor and relating to the additional facilities other than 
those at Point Comfort, Texas, with respect to which this agree- 
ment is terminated (including, without limitation, contracts and 
commitments for utility services, fuel, power, labor, transporta- 
tion, materials, supplies, equipment, construction and services), 
the Government shall reimburse the Contractor for all expendi- 
tures actually made thereunder up to the date of termination, and 
either, at the Government’s option, (a) require the assignment by 
the Contractor to the Government of such contract or commitment 
and assume the Contractor’s obligations thereunder, or (b) direct 
the Contractor to cancel or settle such contract or commitment 
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and reimburse the Contractor for its expenditures in effecting such 
cancellation and settlement. The Contractor shall thereupon trans- 
fer or deliver to the Government all real and personal property 
obtained by the Contractor as a result of such expenditures and not 
previously consumed. 


2. AS APPLIED TO THE OBLIGATIONS TO BUY AND SELL ALUMINUM. 

With respect to the Contractor’s obligations to sell aluminum 
as detailed in ARTICLE I, in paragraphs 1, 2 and 4 of ARTICLE III and 
in ARTICLES IV, VII and IX, and with respect to the Government’s 
obligation to buy aluminum as detailed in ARTICLE I and in para- 
graphs 3 and 4 of ARTICLE III, such obligations of the Contractor 
and the Government shall terminate wholly when and if the agree- 
ment is terminated by either party pursuant to ARTICLE XIII with 
respect to both the additional smelting facilities or with respect 
to all the additional facilities, and shall terminate to the ex- 
tent of thirty five-one hundred twentieths (35/120) of the obliga- 
tions to buy or sell remaining at the time of termination if the 
termination under ARTICLE XIII is with respect to the Contractor’s 
additional aluminum smelting facilities at Point Comfort, Texas, 
and shall terminate to the extent of eighty five-one hundred 
twentieths (85/120) of said obligations if such termination is with 
respect to the Contractor’s additional aluminum smelting facilities 
to be erected near Wenatchee in the State of Washington. 


ARTICLE XV. 


Government Purchase Option. 


1. IDLENESS OF ADDITIONAL FACILITIES FOR ONE YEAR. 

If (a) this agreement has been terminated pursuant to para- 
graph 1 of ARTICLE VIII or paragraph 3 of ARTICLE XI, and (b) the 
Contractor is obligated to make production payments to the Govern- 
ment, and (c) at the time notice of exercise of the option by the 
Government hereinafter referred to is given, the additional alumi- 
num smelting facilities or the additional alumina facilities, as such 
facilities are defined in ARTICLE II, including all additions, renewals 
and improvements thereof and thereto, are and have been substan- 
tially idle for a continuous period of at least one (1) year imme- 
diately prior to the receipt of such notice (not including in the com- 
putation of such period any time during which conditions of force 
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majeure, as defined in ARTICLE XII, exist, or such period of relief as 
may be granted by the Administrator pursuant to paragraph 3 of 
ARTICLE VI) then the Government shall have the option to purchase 
from the Contractor the aforementioned additional aluminum smelt- 
ing facilities and the additional alumina facilities, or either, if only 
that one had been idle for the period heretofore stated, from the 
Contractor at a price calculated as set forth in paragraph 4 of this 
ARTICLE XV, provided, that the option granted by this paragraph 
shall apply only to such of the Contractor’s additional aluminum 
smelting facilities and additional alumina facilities as are capable 
of independent operation (which proviso is intended to exclude from 
the operation of this ARTICLE XV any additional aluminum smelting 
facilities added by the Contractor at its existing aluminum smelting 
plant at Point Comfort, Texas). The Government’s option shall be 
exercised by delivering a written notice to the Contractor of its 
election to exercise such option, stating the date it shall become 
effective, which date shall not be less than ninety (90) days from 
the date of its receipt by the Contractor. 


2. THE CONTRACTOR MAY PLACE THE ADDITIONAL FACILITIES BACK IN 
OPERATION. 


If the Contractor, in good faith, before the effective date of the 
Government’s election to purchase pursuant to the aforementioned 
option, places the additional aluminum smelting facilities or addi- 
tional alumina facilities, or both, as the case may be, in substantial 
operation, then the Government’s exercise of its option to purchase 
shall become without effect, but the Government shall thereafter 
have the option to purchase said facilities if, at a later date, all of 
the conditions set forth in paragraph 1 of this ARTICLE XV recur, 
subject to the same terms and conditions of paragraphs 1 and 2 of 
this ARTICLE XV. 


8. DEFINITION OF IDLENESS. 

For the purpose of paragraphs 1 and 2 of this ARTICLE XV, 
the additional aluminum smelting facilities shall be deemed to be 
substantially idle unless at least one (1) potline is in operation, and 
the additional alumina producing facilities shall be deemed to be 
substantially idle unless they are producing at a rate of at least 
two hundred (200) tons a day; and substantial operation of the ad- 
ditional aluminum smelting facilities shall consist of the operation 
of at least one (1) potline, and substantial operation of the addi- 
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tional alumina producing facilities shall consist of alumina produc- 
tion at the rate of at least two hundred (200) tons a day. 


4. OPTION PURCHASE PRICE. 

The purchase price for the additional aluminum smelting facili- 
ties or the additional alumina facilities, or both, as the case may be, 
shall be such amount as shall fully reimburse the Contractor for the 
entire cost of the facilities to be purchased after deducting from 
such cost the profit or adding thereto the loss, as the case may be, 
resulting from the operation and maintenance of said facilities from 
the date of their initial operation to the effective date of the exer- 
cise of the option. 


In computing the purchase price, the following adjustments 
shall be made and the principles herein stated shall be followed: 

(a) 'TREATMENT OF TERMINATION PAYMENTS AND PRO- 

DUCTION CHARGES. There shall be deducted from the cost of 

the additional aluminum smelting facilities or the additional 

alumina facilities, or both, as the case may be, the amount 

of termination payments paid by the Government to the Con- 

tractor on account of said facilities purchased, less production 
charges paid by the Contractor on account of said facilities. 


(b) DETERMINATION OF PROFIT OR Loss. In determining 
the Contractor’s profit or loss: (i) Amortization and deprecia- 
tion of said facilities to be purchased which has actually been 
taken shall be subtracted from the cost of operations. (ii) The 
cost of operations shall include all costs of starting up, shutting 
down and of maintaining said facilities purchased in standby 
condition, including all standby charges as well as all costs of 
cancelling commitments as a result of shutdowns. (iii) The 
costs of operation shall include a charge for alumina (in the 
operation of the additional aluminum smelting facilities) and 
any other materials furnished by the Contractor for operation 
of the additional facilities at fair market prices but not less than 
the Contractor’s cost of furnishing the same (including 
applicable depreciation and depletion at normal rates) plus a 
reasonable profit; provided, that if such alumina or other 
materials are purchased by the Contractor from a wholly 
owned subsidiary, the charge to be included shall be at fair 
market value, but not less than such subsidiary’s cost of 
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furnishing the same (including depreciation and depletion at 
normal rates) plus a reasonable profit, with the further quali- 
fication that such computation of cost and profit shall be not 
more than such subsidiary is currently charging others for 
the same material. (iv) The cost of operation shall also in- 
clude interest paid by the Contractor on borrowed money 
attributable to the construction or operation of the additional 
facilities. (v) There shall be deducted from the profit of each 
year, or added to the loss of each year of operating said facili- 
ties, a pro rata share of the general administrative and selling 
expenses, and said expenses shall be prorated in the proportion 
which the net sales and the value of intracompany and inter- 
company transfers of products produced by the additional 
facilities bear to the total net sales and the value of intra- 
company and intercompany transfers of the Contractor and 
its wholly-owned subsidiaries for said year, provided, that in 
the computation of the foregoing net sales and the value of 
intracompany and intercompany transfers there shall be no 
duplication, that any intracompany or intercompany sales or 
transfers shall be deemed to have been made at the Contractor’s 
current published price, and that in calculating the foregoing 
proportion in connection with selling expenses, sales to the 
Government under this contract shall be excluded. 


(c) Prorit oR Loss ON OPERATION OF OTHER FACILITIES 
Not TO BE CONSIDERED. The Contractor’s profit or loss in fur- 
nishing raw materials for the operation of the additional facili- 
ties and in fabrication of any aluminum produced from the 
additional aluminum smelting facilities shall be excluded from 
all computations of the purchase price of said facilities, it be- 
ing understood that neither the profit nor loss resulting from 
the operation of any of the Contractor’s facilities, other than 
those being purchased by the Government pursuant to this 
option, is to be taken into account in determining the purchase 
price. 


(d) DepucTIon or TAx BENEFIT. There shall be deducted 
from such purchase price any tax benefit which may be realized 
by the Contractor as a result of the deduction by the Contrac- 
tor of any net operating loss attributable to the additional 
facilities (computed with the deduction of depreciation or 
amortization pursuant to the provisions of Section 124A of 
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the Internal Revenue Code as actually allowed for the purposes 
of computing the Contractor’s Federal income and excess 
profits tax liabilities) from net income from other operations 
of the Contractor. 


(e) FURTHER ADJUSTMENTS AUTHORIZED. Notwithstand- 
ing anything in this ARTICLE XV to the contrary, it is the intent 
of said Article and of the parties that the Contractor shall be 
fully reimbursed for all of its expenditures as hereinabove de- 
fined for the construction, acquisition, maintenance, operation 
and shutdown of the additional facilities purchased, without 
profit or loss to the Contractor (excluding, however, profit or 
loss from the production of raw materials and the fabrication 
of aluminum in facilities other than the additional facilities), 
as if the Contractor had never owned said facilities. If pay- 
ment of said purchase price does not so reimburse the Con- 
tractor because of taxes payable, then the purchase price shall 
be adjusted so that the Contractor is so reimbursed without 
profit or loss as if the Contractor had never owned or operated 
the additional facilities. 


5. DELIVERY OF TITLE PAPERS AND PURCHASE PRICE. 


As promptly as possible after the receipt of notice of the exer- 
cise of the option, the parties shall compute and agree upon the pur- 
chase price. Upon the effective date of the option, the Contractor 
shall execute and deliver to the Government a deed to all of said 
property. The Contractor shall be obligated to convey only such 
title to the property as it or its subsidiaries hold at the time it 
receives the notice from the Government exercising the option, ex- 
cept that the property shall be conveyed free and clear of all liens 
and encumbrances for indebtedness incurred by the Contractor. At 
the same time the Contractor shall assign and transfer to the Gov- 
ernment such contracts relating to the operation of the plant as 
it has the right to assign and transfer, and upon such assignment 
and transfer the Government shall assume all obligations for 
further performance thereunder. The purchase price shall become 
due and payable upon delivery of the deed by the Contractor to the 
Government. 
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ARTICLE XVI. 
Administrator. 


As used herein, the term ‘Administrator’ means the Adminis- 
trator of General Services and his successors in function. 


ARTICLE XVII. 
Performance by Subsidiaries. 


All or any part of the obligations of the Contractor under this 
agreement may be performed by and in the name of any wholly- 
owned domestic subsidiary corporation or corporations of the Con- 
tractor, and operations outside of the United States, its territories 
and possessions by domestic or foreign subsidiaries, provided, that 
the Contractor guarantees such performance, and in such event at 
the Contractor’s request, any payment with respect to such portion 
of the contract so performed by the subsidiary shall be made to 
such subsidiary. It is further understood that the Contractor may 
make its sales of aluminum through a sales subsidiary corpora- 
tion or corporations and that in such event, for the purposes of this 
agreement, the published prices of such subsidiary sales corpora- 
tion or corporations or of the Contractor, whichever shall be lower, 
shall be deemed the published prices of the Contractor, and sales 
by such sales subsidiary corporation or corporations shall be con- 
sidered the sales of the Contractor. 


ARTICLE XVIII. 
Delivery of Ingot. 


It is understood that the Contractor intends to install equip- 
ment at the additional aluminum smelting facilities for the conver- 
sion of a portion of the capacity of such facilities from pig to ingot. 
The Contractor shall be obligated to deliver aluminum ingot to the 
Government or to non-integrated users during any period to the ex- 
tent of orders for ingot received under the terms of this agreement, 
but not to exceed the quantity of ingot which the Contractor is rea- 
sonably able to produce with the equipment installed at the addi- 
tional aluminum smelting facilities during such period. 
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ARTICLE XIX. 
Point of Delivery. 


The Contractor shall ship aluminum ordered by the Govern- 
ment to such destination as is specified in each such order given pur- 
suant to the terms of this contract, provided, that the delivery point 
shall be in accordance with the Contractor’s standard terms and 
conditions applicable at the time of delivery. A delivery point other 
than in accordance with the Contractor’s terms and conditions ap- 
plicable to the price in effect at time of delivery may be specified 
upon the mutual consent of the parties. The Contractor shall be 
responsible for each shipment of aluminum covered by this contract 
until it is delivered at the designated delivery point, regardless of 
the point of inspection. When delivery at that point has been ef- 
fected, then all risks of loss, including without limitation claims for 
losses and damages in connection with care and handling of the 
metal thereafter, shall be deemed to have passed from the Con- 
tractor to the Government. 


ARTICLE XX. 


Inspection. 
1. INSPECTION PRIOR TO FINAL ACCEPTANCE. 

All aluminum delivered to the Government pursuant to this 
contract shall be subject to inspection and test by the Government, 
to the extent practicable at all times and places, including the period 
of manufacture, and in any event prior to final acceptance. 


2. DEFECTIVE ALUMINUM. 


In case any such aluminum is defective in material or work- 
manship or otherwise not in conformity with the requirements of 
this contract, the Government shall have the right either to reject 
it (with or without instruction as to its disposition), or to re- 
quire its replacement. Aluminum which has been rejected or re- 
quired to be replaced shall be removed, as requested by the Admin- 
istrator or his duly authorized representative, by and at the ex- 
pense of the Contractor promptly after notice, and shall not again 
be tendered for acceptance unless the former tender and either 
the rejection or requirement of replacement is disclosed. If the 
Contractor fails to promptly remove such aluminum when re- 
quested by the Administrator or his duly authorized representa- 
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tive, and to proceed promptly with the replacement thereof, the 
Government at its option may (a) by contract or otherwise re- 
place such aluminum and charge to the Contractor the cost 
occasioned the Government thereby, or (b) terminate the right 
of the Contractor to make delivery of the amount of aluminum so 
rejected for default, or (c) accept the aluminum so rejected at 
an appropriate reduction of the contract price. 


3. MANNER, PLACE AND TIME OF INSPECTION. 

If any inspection or test is made by the Government on the 
premises of the Contractor, the Contractor without additional 
charge shall provide all reasonable facilities and assistance for 
the safety and convenience of the Government inspectors in the 
performance of their duties. If Government inspection or test is 
made at a point other than the premises of the Contractor, it shall 
be at the expense of the Government, provided, that in case of 
rejection the Government shall not be liable for any reduction in 
value of samples used in connection with such inspection or test. 
All inspections and tests by the Government shall be performed in 
such manner as not to unduly delay the operations of the Con- 
tractor. The Government reserves the right to charge to the 
Contractor any additional cost of Government inspection and test 
when aluminum is not ready at the time such inspection and test 
is requested by the Contractor. Final acceptance or rejection of 
the aluminum shall be made as promptly as practicable after 
delivery; but failure to inspect and accept or reject aluminum shall 
neither relieve the Contractor from responsibility for such alumi- 
num as is not in accordance with the contract requirements nor 
impose liability on the Government therefor. 


4. CONSEQUENCES OF FINAL ACCEPTANCE. 

The inspection and test by the Government of any aluminum 
sold hereunder or lots thereof does not relieve the Contractor from 
any responsibility regarding defects or other failures to meet the 
contract requirements which may be discovered prior to final 
acceptance. Final acceptance shall be conclusive except as regards 
latent defects, fraud, or such gross mistakes as amount to fraud. 


5. THE CONTRACTOR'S INSPECTION SYSTEM. 

The Contractor shall provide and maintain an inspection sys- 
tem acceptable to the Government covering the aluminum sold 
hereunder. Records of all inspection work by the Contractor shall 
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be kept complete and available to the Government during the per- 
formance of this contract and for such period as the Government 
may specify. 
ARTICLE XXI. 
Buy American Act. 


1, APPLICABILITY. 


The Contractor agrees that there will be delivered under this 
contract only such unmanufactured articles, materials, and sup- 
plies (which term “articles, materials, and supplies” is herein- 
after referred to in this ARTICLE XXI as “supplies”) as have been 
mined or produced in the United States, and only such manufac- 
tured supplies as have been manufactured in the United States sub- 
stantially all from supplies mined, produced, or manufactured, as 
the case may be, in the United States. Pursuant to the Buy Amer- 
ican Act (41 U. S. Code 10a-c), the foregoing provision shall not 
apply (a) with respect to supplies excepted by the Administrator 
from the application of that Act, (b) with respect to supplies for 
use outside the United States, (c) with respect to the supplies 
to be delivered under this’ contract, which are of a class or kind 
determined by the Administrator or his duly authorized repre- 
sentative not to be mined, produced, or manufactured, as the case 
may be, in the United States in sufficient and reasonably avail- 
able commercial quantities and of a satisfactory quality, or (d) 
with respect to such supplies, from which the supplies to be de- 
livered under this contract are manufactured, as are of a class or 
kind determined by the Administrator or his duly authorized rep- 
resentative not to be mined, produced, or manufactured, as the 
case may be, in the United States in sufficient and reasonably avail- 
able commercial quantities and of a satisfactory quality, provided, 
that this exception (d) shall not permit delivery of supplies manu- 
factured outside the United States if such supplies are manu- 
factuced in the United States in sufficient and reasonably avail- 
able commercial quantities and of a satisfactory quality. 


2. STATUS OF BAUXITE. 


The Administrator hereby determines for the purpose of this 
contract that bauxite for the manufacture of primary aluminum 
is not mined, produced or manufactured, as the case may be, in 
the United States in sufficient and reasonably available commer- 
cial quantities and of a satisfactory quality. 
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ARTICLE XXII. 
Prison Labor Not to Be Employed. 











In connection with the performance of work under this con- 
tract, the Contractor agrees not to employ any person undergoing 
sentence of imprisonment at hard labor. 









ARTICLE XXIII. 
The Eight-Hour Law of 1912. 


This contract, to the extent that it is of a character specified 
in the Eight-Hour Law of 1912 as amended (40 U. S. Code 324- 
326) and is not covered by the Walsh-Healey Public Contracts Act 
(41 U. S. Code 35-45), is subject to the following provisions and 
exceptions of said Eight-Hour Law of 1912 as amended, and to 
all other provisions and exceptions of said Law: 

No laborer or mechanic doing any part of the work con- 
templated by this contract, in the employ of the Contractor 
or any subcontractor contracting for any part of the said 
work, shall be required or permitted to work more than eight 
hours in any one calendar day upon such work, except upon 
the condition that compensation is paid to such laborer or 
mechanic in accordance with the provisions of this clause. 
The wages of every such laborer and mechanic employed by 
the Contractor or any subcontractor engaged in the perform- 
ance of this contract shall be computed on a basic day rate 
of eight hours per day; and work in excess of eight hours 
per day is permitted only upon the condition that every such 
laborer and mechanic shall be compensated for all hours 
worked in excess of eight hours per day at not less than one 
and one-half times the basic rate of pay. For each violation 
of the requirements of this clause a penalty of five dollars 
shall be imposed upon the Contractor for each such laborer 
or mechanic for every calendar day in which such employee 
is required or permitted to labor more than eight hours upon 
said work without receiving compensation computed in ac- 
cordance with this clause;.and all penalties thus imposed shall 

be withheld for the use and benefit of the Government. 
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ARTICLE XXIV. 
The Walsh-Healey Act. 


If this contract is for the manufacture or furnishing of ma- 
terials, supplies, articles, or equipment in an amount which exceeds 
or may exceed ten thousand dollars ($10,000) and is otherwise sub- 
ject to the Walsh-Healey Public Contracts Act as amended (41 U.S. 
Code 35-45), there are hereby incorporated by reference all repre- 
sentations and stipulations required by said Act and regulations 
issued thereunder by the Secretary of Labor, such representations 
and stipulations being subject to all applicable rulings and inter- 
pretations of the Secretary of Labor which are now or may here- 
after be in effect. 


ARTICLE XXV. 
Discrimination in Employment. 


In connection with the performance of work under this con- 
tract, the Contractor agrees not to discriminate against any em- 
ployee or applicant for employment because of race, creed, color, 
or national origin, and further agrees to insert the foregoing pro- 
visions in all subcontracts hereunder except subcontracts for stand- 
ard commercial supplies or for raw materials. 


ARTICLE XXVI. 
Members of Congress. 


No member of or delegate to Congress, or resident commis- 
sioner, shall be admitted to any share or part of this contract, or to 
any benefit that may arise therefrom, but this provision shall not 
be construed to extend to this contract if made with a corporation 
for its general benefit. 


ARTICLE XXVII. 
Contingent Fees. 


The Contractor warrants that no person or selling agency has 
been employed or retained to solicit or secure this contract upon 
an agreement or understanding for a commission, percentage, brok- 
erage, or contingent fee, excepting bona fide employees or bona fide 
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established commercial or selling agencies maintained by the Con- 
tractor for the purpose of securing business. For breach or 
violation of this warranty the Government shall have the right to 
annul this contract without liability or in its discretion to deduct 
from the contract price or consideration the full amount of such 
commission, percentage, brokerage, or contingent fee. 


ARTICLE XXVIII. 
Performance During Disputes. 


In the event of any dispute arising under this contract, the 
Contractor shall, notwithstanding the pendency of such dispute, 
diligently proceed with the performance of this contract. 


ARTICLE XXIX. 
Controlling Statutes. 


This contract is entered into pursuant to the Defense Produc- 
tion Act of 1950 (Public Law 774, 81st Congress); the Strategic 
and Critical Materials Stock Piling Act (Public Law 520, 79th Con- 
gress) ; and the Federal Property and Administrative Services Act 


of 1949 (Public Law 152, 81st Congress), as amended. 


IN WITNESS WHEREOF, the parties hereto have set their hands 
and seals this 7th day of June, 1951, but effective as of December 
19, 1950. Executed in quadruplicate. 


UNITED STATES OF AMERICA 


By JESS LARSON [L.S.] 
Administrator of General Services 


ALUMINUM COMPANY OF AMERICA 


By I. W. WILSON 
President 
ATTEST: 


J. R. D. HuSTON 
Secretary 
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EXHIBIT A 
UNITED STATES 
DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Washington 25, D. C. 


December 11, 1950 
My dear Mr. Larson: 


Pursuant to the provisions of the Defense Production Act of 
1950 (Public Law 774, 81st Congress) and the President’s Executive 
Order No. 10161 of September 9, 1950 (15 F. R. 6105), to enable 
you to enter into suitable contracts for the purchase of or commit- 
ments to purchase aluminum, and to enable you or any other au- 
thorized agency of the Government to make provision for loans 
(including participations in, or guarantees of, loans) to domestic 
producers, all under the provisions of said Act and Order, and all 
within the limits of the following certifications, I do hereby certify 
that the following are necessary in the interests of national defense 
and to carry out the express purpose and policies of said Act and 
Order: 

1. The construction of new facilities for production of 
aluminum within as short a period as possible to increase the 
production capacity in the United States by 450,000 tons per 
annum. As the military and essential civilian programs are 
made more firm, this goal may have to be enlarged. 


2. The negotiation and entering into of suitable contracts 
to purchase or commitments to purchase all or so much of said 
additional production by the Government as may be necessary 
to procure the construction and installation of facilities for its 
production. 


3. This certification relates to the construction of and 
production from all or any of the following facilities: 
a. Facilities having a capacity of 120,000 tons per 


annum to be constructed by the Aluminum Company of 
America. 


b. Facilities having a capacity of 100,000 tons per 
annum to be constructed by Reynolds Metals Company. 
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c. Facilities having a capacity of 100,000 tons per 
annum to be constructed by Kaiser Aluminum and Chemical 
Corporation. 


d. Facilities having a capacity of 54,000 tons per 
annum to be constructed by the Apex Smelting Company. 


e. Facilities having a capacity of 72,000 tons per 
annum to be constructed by the Harvey Machine Company. 


Without in any manner desiring to dictate to you the terms 
and provisions of these aluminum contracts, I think it desirable to 
eall to your attention that with respect to Apex and Harvey serious 
consideration should be given to the desirability of assuring that 
terms for these companies are based on an adequate showing that 
their costs and prices will not diverge so materially from those of 
established producers as to threaten the existing cost and resulting 
low price policies of the industry. 


The location and type of power to be utilized by most of the 
above plants cannot yet be specified, but it is understood that the 
selection will be made on the basis of the lowest cost of producing 
aluminum consistent with the earliest date production can begin. 
In issuing this certification, I am reserving for certification later 
the plant locations and types of power under consideration for each 
aluminum producer. I want to review the proposed locations and 
types of electric power and source of energy, whether steam, gas 
engine or hydro, for each aluminum plant. It will be necessary to 
verity the feasibility of proposed schedules to produce and install 
the electrical equipment, and to determine what action may be nec- 
essary to rearrange production schedules where manufacturers’ as- 
sembly lines are already committed. This is essential to avoid con- 
flict with the large power requirements that must also be scheduled 


for other urgent programs, particularly atomic energy and certain 
chemicals and metals. 


Sincerely yours, 


Oscar L. CHAPMAN 


Secretary of the Interior 
Hon. Jess LARSON, Administrator 
General Services Administration 
Washington 25, D. C. 
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EXHIBIT B 


UNITED STATES 
DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Washington 25, D. C. 


Jan. 4, 1951 


My dear Mr. Larson: 


This will supplement my letter of December 11, 1950 certifying 
under section 303 of Executive Order 10161 to the necessity for 
additional aluminum production in the interests of national defense. 
At this time I wish to complete my certification in the case of the 
proposed facilities for production of 1,100 net tons per day of 
alumina to be constructed by the Aluminum Ore Company a sub- 
sidiary of the Aluminum Company of America. 


Company — Aluminum Ore Company (ALCOA sub- 
diary) 
Capacity — 1,100 net tons per day of alumina, 401,500 


net tons per year. 


Type of Power — Construction of a 22,500 kw steam turbo- 
generator power plant using natural gas 
as fuel and purchase of 1,200 kw of firm 
power from the Arkansas Power and Light 
Company. 


Location — Alumina plant and related facilities to be 
located at Arkansas at a site to be selected. 


I extend my certificate dated December 11, 1950, with respect 
to facilities having a capacity of 401,500 net tons per annum of 
alumina to be constructed by Aluminum Ore Company (ALCOA 
subsidiary) to include the location and power supplies set forth 
above. 


This certificate does not imply an obligation on the part of the 
United States to schedule manufacturers’ production of steam 
power generating equipment in a preferred position if interim elec- 
tric power supply can be obtained from other sources. 
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Since the exact location of alumina plant, contract for pur- 
chase power, and a gas supply for fuel for proposed Aluminum Ore 
Company’s plant has not been fully developed by the company, it 
is my understanding that the company will keep me fully advised 
and furnish me with copies of plans when they have been developed 
including copies of fuel, and power supply contracts as to specific 
location and details of power and fuel source and price. 


Sincerely yours, 


OscAR L. CHAPMAN 
Secretary of the Interior 
Hon. JESS LARSON, Administrator 


General Services Administration 
Washington 25, D.C. 
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EXHIBIT C 
UNITED STATES 
DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Washington 25, D. C. 


January 23, 1951 














My dear Mr. Larson: 


Reference is made to my letter dated December 18, 1950, to Mr. 
I. W. Wilson, Senior Vice President, Aluminum Company of Amer- 
ica, supplementing my earlier certification of December 11, 1950, 
relating to Alcoa’s participation in the aluminum expansion 
program. This letter should, of course, have been addressed to you, 
and sending it to Mr. Wilson was an inadvertence. I therefore 
repeat herewith, in the same terms as I addressed Mr. Wilson, the 
following supplementary certification: 












This will supplement my letter of December 11, 1950 certifying 
under Section 303 of Executive Order 10161 to the necessity for 
additional aluminum production in the interests of national defense. 
I reserved for later certification the location and type of power to 
be utilized by the plants referred to in that certification. At this 
time, I wish to complete my certification as to a portion of the 
proposed facilities for production of 120,000 short tons of aluminum 
per annum to be constructed by the Aluminum Company of America. 


Company —Aluminum Company of America 















Capacity —Approximately 35,000 short tons of aluminum 


per year 


Type of Power—Construction of new power plant using natural 
gas as fuel, gas engine type 








Location —Reduction plant and related facilities to be 
located at Port Lavaca, Texas as an addition 
to the Company’s existing Point Comfort 

works 






I extend my certification dated December 11, 1950, with respect 
to facilities having a capacity of 120,000 short tons per annum to 





722 ALUMINUM INDUSTRY 


be constructed by Aluminum Company of America to include the 
location and power supplies set forth above, and related to 35,000 
tons of the proposed additional capacity. 


Sincerely yours, 


OscAR L. CHAPMAN 
Secretary of the Interior 
Hon. JEss LARSON, Administrator 


General Services Administration 
Washington 25, D. C. 
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EXHIBIT D 
DEFENSE PRODUCTION ADMINISTRATION 


WASHINGTON 25 
May 17, 1951 


Hon. Jess Larson, Administrator 
General Services Administration 
Washington 25, D. C. 


Dear Mr. Larson: 


Pursuant to the provisions of the Defense Production Act of 1950 
(Public Law 774, 81st Congress), Executive Order 10161 dated 
September 9, 1950, (15 F.R. 61), and Executive Order 10200 dated 
January 3, 1951, (16 F.R. 61), I certify that of the facilities for the 
production of aluminum to be constructed by the Aluminum Com- 
pany of America in the total amount of 120,000 short tons per 
annum, pursuant to the certifications heretofore made by the Secre- 
tary of the Interior to the General Services Administrator (dated 
December 11, 1950 and January 23, 1951), approximately 85,000 
short tons of annual production capacity should consist of a reduc- 
tion plant and related facilities to be located in the vicinity of 


Wenatchee, Washington, to utilize 120,000 kilowatts of firm power 
from expansion of the Rock Island hydroelectric project to be sup- 
plied by Chelen County PUD, Washington, and 60,000 kilowatts of 
interruptible power to be supplied by the Bonneville Power Admin- 
istration. 


Sincerely yours, 


T. F. FARRELL 
Deputy Administrator for 
Resources Expansion 
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AMENDMENT No. | to Contract No. GS-OOP (D)-12007 BETWEEN THE UNITED 
STATES OF AMERICA AND ALUMINUM COMPANY OF AMERICA 


Contract No. GS-OOP(D)-12007, executed June 7, 1951, as of December 19, 
1950, between the United States of America and Aluminum Company of America, 
is hereby amended as follows: 

1. Paragraph 1 of Article VIII of said contract is hereby deleted and the 
following substituted in lieu thereof: 


“1. Errect or TERMINATION 


“The termination of this contract by the Contractor, as provided in paragraph 
3 of Article XI, shall not have the effect of cancelling or terminating any order 
placed by the Government for aluminum pursuant to paragraph 1 of Article III 
or any tenders made by the Contractor to the Government pursuant to paragraph 
3 of Article III before the effective date of termination, to the extent that such 
aluminum has been produced prior to such effective date of termination.”’ 

2. The phrase “by the Government as provided in paragraph 1 of this Article 
VIII,” in paragraph 2 (g) of Article VIII of said contract is hereby amended to 
read ‘‘by the Contractor as provided in paragraph 3 of Article XI,’’. 

3. The second sentence of paragraph 3 of Article XI is hereby amended by 
deleting the phrase “of paragraphs 2, 3, 4 and 5’’. 

4. All references in said contract to the right of the Government to terminate 
said contract pursuant to Article VIII and to the termination of said contract 
by the Government pursuant to Article VIII shall be considered to be deleted. 

5. The first sentence of paragraph 1 of Article XV of said contract is hereby 
amended by deleting the phrase ‘“‘one (1) year” in clause (c) of said sentence and 
inserting in place thereof the phrase ‘‘ninety (90) days’’. 

IN WITNESS WHEREOF the parties hereto have executed this Amendment in 
quadruplicate this 27th day of February 1953. 


UNITED STATES OF AMERICA, 
By RussELL ForBEs, 
Acting Administrator of General Services. 
ALUMINUM COMPANY OF AMERICA, 
By Leon E. Hickman, 
Vice President. 
Attest: 
[SEAL] Autrrep M. Hunt, 
Secretary. 


AMENDMENT No. 2 to Contract No. GS-OOP(D)-12007 Between UNITED 
STATES OF AMERICA AND ALUMINUM COMPANY OF AMERICA 


Contract No. GS-OOP(D)-12007, executed June 7, 1951, as of December 19, 
1950, between’ the Unirep States or AMERICA and ALUMINUM COMPANY OF 
AMERICA, as amended, is hereby further amended as follows: 

1. Paragraph 2 (a) of Article III is amended to read as follows: 


“2. SALES TO NONINTEGRATED USERS 


‘“‘(a) AMOUNT AND NOTICE. For each consecutive six-month period referred to 
in paragraph 1 of this Article III, the Contractor shall offer for sale to non- 
integrated users on the terms and conditions provided for in paragraph 1 of 
Article XI, aluminum pig, ingot or billets in the aggregate quantity, if any, by 
which the amount ordered by the Government for the said six-month period, in 
accordance with paragraph 1 of this Article III, is less than two-thirds of the 
reasonably estimated additional production for such period. As used in this 
agreement, the term ‘‘nonintegrated user’’ shall mean any manufacturer, fabrica- 
tor, finisher or producer of aluminum in the United States who is not a producer 
of primary aluminum or an affiliate or subsidiary of such a producer, and who is 
purchasing aluminum hereunder for his own manufacturing, fabricating, finishing 
or producing operations. Said offer to sell aluminum pig, ingot or billets to 
nonintegrated users shall be made for a period of at least thirty (30) days and shall be 
made by publishing a notice in the metal trades journal known as ‘“‘The American 
Metal Market” or by such other method as the Contractor and the Administrator 
may mutually agree upon. Such notice shall advise that said aluminum is for 
sale and that such nonintegrated users may submit orders for the purchase 
thereof during a period of thirty (30) days from the date of first publication of 
the notice. Such notice shall be published in each edition for two weeks, com- 
mencing at least thirty (30) days prior to the beginning of the first six-month 
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period and at least sixty (60) days prior to the beginning of each subsequent 
six-month period. The Contractor may discontinue publication of the notice in 
the event the Contractor has accepted, prior to the expiration of the two weeks’ 
publication period, sufficient orders from nonintegrated users to equal the quantity 
offered for sale as hereinabove provided.” 

2. The next to the last sentence of Article IV is amended to read as follows: 

“Contractor shall offer in pig, ingot or billet form for sale to non-integrated 
users, on the terms and conditions provided in paragraph 1 of Article XI, the 
quantity, if any, by which the amount ordered by the Government for said period 
is less than two-thirds of the estimated production from the additional facilities 
for such period, subject to the terms and conditions of paragraph 2 of Article III.”’ 

3. Paragraph 2 (f) of Article VIII is amended to read as follows: 

““(f) CHANGE IN PRODUCTION CHARGE. If the rate of such production charges, 
as calculated above, shall become an undue economic burden to the Contractor 
and the Contractor shall so demonstrate to the satisfaction of the Administrator, 
then the Administrator shall grant such reduction in said rate and such extension 
of the period during which such reduced rate shall be payable upon actual pro- 
duction and sale or utilization, as he may deem appropriate.” 

4. Paragraph 1 of Article XI is amended to read as follows: 


“1, On ALUMINUM WHiIcH THE ContTRAcTOR Is REQUIRED To SELL 


‘The price at which the Contractor is required to sell aluminum pig, ingot or 
billets to the Government and nonintegrated users in accordance with paragraphs 
1 and 2 of Article III and Articles IV, VII, and IX shall be the Contractor’s 
published price (including and subject to the standard terms and conditions ap- 
plicable thereto) in effect at the time of delivery for the grade, form, size and 
quantity of aluminum involved. If the Contractor should have more than one 
published price in effect for the grade, form, size and quantity involved, the lowest 
of such published prices shall be deemed the Contractor’s published price for the 
purposes of this Article XI.”’ 

5. Paragraph 1 of Article XII is amended to read as follows: 


“|. Errect or DELAYS 


“The time for performance by the Contractor of its obligations under the provi- 
sions of this contract relating to the construction of the additional facilities, to the 
production and delivery of aluminum from such additional facilities, and to the 
operation of such additional facilities, shall be extended at the option of the 
Contractor and upon the terms and conditions set forth in the following provisos, 
by a time or times equivalent to any delays, interruptions or cessations occasioned 
by force majeure (force majeure being herein defined as any cause which is beyond 
the reasonable control of and not due to the fault or negligence of the Contractor, 
including but not by way of limitation, acts of God, strikes, fire, storm, sabotage, 
acts of war or public enemy, and priority or allocation requirements or other acts 
of the Federal Government), provided, that the Contractor shall give to the 
Administrator, within thirty (30) days after the occurrence of each such force 
majeure, written notice thereof together with a statement setting forth the facts 
evidencing such force majeure, and provided further, that at the conclusion of the 
duration of each such force majeure the Contractor shall, within thirty (30) days 
thereafter, give to the Government written notice of the termination of such force 
majeure.”’ 

6. Paragraph 5 of Article XV is amended to read as follows: 


“5. DELIVERY OF TITLE PAPERS AND PURCHASE PRICE 


“As promptly as possible after the receipt of notice of the exercise of the option, 
the parties shall compute and agree upon the purchase price. Upon the effective 
date of the option, the Contractor shall execute and deliver to the Government a 
deed to all of said property. The Contractor shall be obligated to convey only 
such title to the property as it or its subsidiaries hold at the time it receives the 
notice from the Government exercising the option, except that the property shall 
be conveyed free and clear of all liens and encumbrances for indebtedness incurred 
by the Contractor. At the same time the Contractor shall assign and transfer 
to the Government such contracts relating to the operation of the plant as it has 
the right to assign and transfer and upon such assignment and transfer the 
Government shall assume all obligations for further performance thereunder. 
The purchase price shall become due and payable upon delivery of the deed by 
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the Contractor to the Government. If the parties have not agreed upon the 
purchase price, then the Government shall pay to the Contractor the amount the 
Government shall have computed as the purchase price, without prejudice to the 
right of the Contractor to negotiate further with the Government in an effort to 
arrive at a purchase price satisfactory to the Contractor, and, failing such agree- 
ment, without prejudice to whatever rights the Contractor may have to proceed 
in the Court of Claims to recover such amount which, when added to the amount 
which has heretofore been paid, shall in the judgment of the Court of Claims 
represent the appropriate purchase price computed under the provisions of this 
Article XV. In any such action in the Court of Claims the determination of an 
appropriate purchase price computed under the provisions of this Article XV 
shall be de novo, and any prior calculation or calculations by 2ither party of any 
item or items entering into the computation of the purchase price theretofore 
paid to the Contractor, shall be without prejudice to either party in said action.”’ 
7. Article XIX is amended to read as follows: 


“POINT OF DELIVERY 


“The Contractor shall ship aluminum ordered by the Government to such 
destination within the continental United States as is specified in each such order 
given pursuant to the terms of this contract, provided, that the delivery point 
shall be in accordance with the Contractor’s standard terms and conditions 
applicable at the time of delivery. A delivery point other than in accordance 
with the Contractor’s terms and conditions applicable to the price in effect at 
time of delivery may be specified upon the mutual consent of the parties. The 
Contractor shall be responsible for each shipment of aluminum covered by this 
contract until it is delivered at the designated delivery point, regardless of the 
point of inspection. When delivery at that point has been effected, then all 
risks of loss, including without limitation claims for losses and damages in con- 
nection with care and handling of the metal thereafter, shall be deemed to have 
passed from the Contractor to the Government.” 

8. Paragraph 3 of Article XX is amended to read as follows: 


3. MANNER, PLACE AND TIME OF INSPECTION 


“If any inspection or test is made by the Government on the premises of the 
Contractor, the Contractor without additional charge shall provide all reasonable 
facilities and assistance for the safety and convenience of the Government in- 
spectors in the performance of their duties. If Government inspection or test 
is made at a point other than the premises of the Contractor, it shall be at the 
expense of the Government, provided, that in case of rejection the Government 
shall not be liable for any reduction in value of samples used in connection with 
such inspection or test. All inspections and tests by the Government shall be 
performed in such manner as not to unduly delay the operations of the Contractor. 
The Government reserves the right to charge to the Contractor any additional 
cost of Government inspection and test when aluminum is not ready at the time 
such inspection and test is requested by the Contractor. Final acceptance or 
rejection of the aluminum shall be made as promptly as practicable after delivery, 
but in any event within thirty (30) days thereafter; but failure to inspect and 
accept or reject aluminum shall neither relieve the Contractor from responsibility 
for such aluminum as is not in accordance with the contract requirements nor 
impose liability on the Government therefor.” 

9. Paragraph 5 of Article X X is amended, to read as follows: 


“Tue CoNTRACTOR’S INSPECTION SYSTEM 


“‘The Contractor shall provide and maintain an inspection system acceptable 
to the Government covering the aluminum sold hereunder. Records of all 
inspection work by the Contractor shall be kept complete and available to the 
Government during the performance of this contract and for three (3) years 
thereafter.”’ 

This amendment is entered into pursuant to the Defense Production Act of 
1950 (Public Law 774, 8ist Congress), as amended; the Strategic and Critical 
Materials Stock Piling Act (Public Law 520, 79th Congress); and the Federal 
Property and Administrative Services Act of 1949 (Public Law 152, 81st Con- 
gress), as amended. 





ALUMINUM INDUSTRY 727 


In WITNESS WHEREOP, the parties hereto have executed this Amendment in 
quadruplicate this Ist day of July 1953. 
UnitTEp STATES OF AMERICA, 
By A. J. WALsH, 
Commissioner, Emergency Procurement Service, 
General Services Administration. 
ALUMINUM CoMPANY OF AMERICA, 
By F. L. Maces, 
Vice President. 
Attest: 
[SEAL] ALFRED M. Hunt, 
Secretary. 





CONTRACT{BETWEEN UNITED STATES OF AMERICA AND ALUMI- 
NUM COMPANY OF AMERICA 


Executed October 19, 1951 
CONTRACT 


THIs CONTRACT, entered into the 19th day of October, 1951, by the Unrrep 
Srates or America, herein called the Government, acting through the Admin- 
istrator of General Services, herein ealled the Administrator, and ALUMINUM 
ComPaANY OF AMERICA, a corporation existing under the laws of the Commonwealth 
of Pennsy!vania, herein called the Contractor, 


WITNESSETH: ARTICLE I—SALE AND PURCHASE OF ALUMINUM 


Subject to the terms and conditions hereof, Contractor agrees to produce and 
sell, and the Government guarantees the disposition of, four hundred twenty-five 
thousand (425,000) short tons of 2,000 pounds each, of primary aluminum pig, 
said primary aluminum to be of a minimum grade of ninety-nine per cent (99%) 
aluminum, which primary aluminum is herein called the ‘‘additional production’’. 
The Contractor will produce said aluminum from additional facilities, which it 
agrees herein to construct, such facilities being herein sometimes called the 
“additional facilities’. Such production and sale shall commence upon the date 
of completion of construction of the additional facilities (as such completion is 
hereinafter defined) and shall continue thereafter at a rate of approximately 
eighty-five thousand (85,000) short tons per year, except that for the first six 
months of operation after the date of completion of the additional facilities, 
production may be at such lesser rate as may be necessarily inherent in newly 
constructed facilities. Such production and sale shall continue until four hundred 
twenty-five thousand (425,000) short tons of aluminum have been so produced 
from the additional facilities after the date of completion of construction and shall 
be completed within a period of six years after said date of completion, but in 
no event later than June 30, 1959, unless extended as hereinafter provided in 
Article XII. The date of completion of construction of the additional facilities 
shall be the first day upon which ninety per cent (90 %)of the electrolytic cells, 
which are to be constructed as a part of the additional facilities, are tapped. 
Upon the occurrence of such event, the Contractor shall forthwith issue a certificate 
to the Government certifying such date to be the date of said completion. 


ArticLE II—ConstrRucTION oF ADDITIONAL FACILITIES 


The Contractor shall proceed without delay to acquire and construct the addi- 
tional facilities to be used for the production of said aluminum. Such additional 
facilities shall include: (a) additional aluminum smelting facilities, consisting of an 
aluminum smelting plant with an annual capacity of approximately eighty-five 
thousand (85,000) short tons, with sueh power and related facilities as the Con- 
tractor may consider necessary, to be located near Sandow in Milam County in the 
State of Texas, the electric power required for such smelting facilities to be gen- 
erated from steam made from lignite mined from nearby deposits; (b) additional 
alumina producing facilities, consisting of an addition of approximately one 
hundred seventy thousand (170,000) short tons to the annual capacity of the 
Contractor's aluminum producing facilities at Mobile in the State of Alabama; 
and (c) additional bauxite mining facilities, consisting of an expansion of the 
Contractor’s bauxite mining facilities in the Dominican Republic or in Suriname, 
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or both, sufficient to supply the additional bauxite required by the Contractor to 
meet its commitments hereunder. As used in this contract, the terms “‘additional 
facilities’, “additional aluminum smelting facilities”, “additional alumina facili- 
ties” and “additional bauxite mining facilities” shall have the meaning set forth 
in this Article IT. 


ArticLeE IIJ—Duisposition or Propvuction From AppiTIONAL ALUMINUM 
SMELTING FaciLitTres 


Commencing with the date of completion of the additional facilities, and con- 
tinuing until the completion or termination of this contract, and subject to such 
ee in delivery as may be required pursuant to law, the additional production 
rom the additional facilities shall be disposed of as follows: 


1, GOVERNMENT REQUIREMENTS 


(a) CALL ON ADDITIONAL ALUMINUM PRODUCTION. The Government may re- 
quire the Contractor to sell to it, at the price provided in paragraph 1 of Article 
XI, all or any of the additional aluminum production for each consecutive six- 
month period during the continuance of this agreement, the first such period 
commencing with the date of completion of the additional facilities. 

(b) INITIAL NOTICE AND SALES. At least ninety (90) days before the date on 
which the Contractor estimates the additional facilities will be completed, it shall 
advise the Government of the estimated date of completion and of the amount of 
the additional aluminum production it estimates it will produce from the additional 
facilities during the first six months after completion. It is recognized that, 
after the facilities are completed within the meaning of this agreement, additional 
time thereafter will be required to bring the aluminum smelting pots to full 
capacity, and that production for the first six months after completion of a plant 
may be less than the production in subsequent six-month periods. Within 
thirty (30) days after receipt of such notice, the Government shall notify the 
Contractor in writing of the amount of aluminum it elects to purchase during the 
said first six-month period. The notice shall be a firm order for the purchase 
of the quantity stated, and deliveries to the Government shall commence as soon 
as practical after the date of completion of the additional facilities. Notwith- 
standing such estimate, the Contractor shall not be obligated to deliver to the 
Government aluminum in excess of the amount produced from the additional 
facilities during said period. 

(c) SUBSEQUENT NOTICES AND SALES. Thereafter, at least ninety (90) days 
prior to the beginning of each subsequent six-month period during the continuance 
of this agreement, the Government shall give notice notice in writing to the 
Contractor of the amount of the additional aluminum production it elects to 
purchase for such period. Each such notice, when given, shall be a firm order for 
the purchase of the fiuantity stated. If no notice is given within the time pro- 
vided in the preceding sentence, the Contractor shall be under no obligation to 
deliver aluminum to the Government pursuant to this paragraph 1 (c) of Article 
III during the following six-month period. 

(d) COMPLIANCE WITH STOCKPILE SPECIFICATIONS. The Government shall in 
each such notice specify the amount of aluminum it desires to have comply with 
the national stockpile material purchase specification P-62, latest revision as of 
the date of this contract, and thereafter the Contractor shall deliver such quan- 
tities in accordance with such specification. The Government may not order 
more than fourteen thousand (14,000) short tons of aluminum which are required 
to meet the stockpile specification in any six-month period, or proportionate 
amounts in lesser periods. 

(e) EQUITABLE ALLOCATION AMONG DOMESTIC PRODUCERS. It is the intent of 
the parties that the Administrator will exercise the Government’s right to pur- 
chase aluminum under this paragraph 1 of Article III so as to purchase approxi- 
mately equal percentages of the additional production produced by the Contrac- 
tor, by Kaiser Aluminum & Chemical Corporation and by Reynolds Metals 
Company, respectively, under this program of expanded aluminum production; 
and the Administrator agrees that insofar as practicable, the Government will 
not purchase from the Contractor under this paragraph 1 of Article III quan- 
tities which are inequitable to the Contractor in the light of the quantities being 
purchased from such other companies, provided, that the Government shall not 
be obligated to undergo any price disadvantage by reason of the provisions of 
this paragraph 1 (e) of Article ITI. 
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(f) MoNnTHLY DELIVERIES. Deliveries under all orders pursuant to this 
paragraph of Article III shall be made in approximately equal monthly quan- 
tities, unless a different delivery schedule is specified in the Government’s notice, 
provided, that the Government shall not specify for delivery in any one month 
a quantity greater than one month’s productive capacity of the additional 
facilities. 

2. SALES TO NON-INTEGRATED USERS 


(a) AMOUNT AND Notice. For each consecutive six-month period referred to 
in paragraph 1 of this Article III, the Contractor shall offer for sale to noninte- 
grated users on the terms and conditions provided for in paragraph 1 of Article 
XI, on a non-preferential basis in accordance with the Contractor’s customary 
sales practices, aluminum pig, ingot or billets in the aggregate quantity, if any, 
by which the amount ordered by the Government for the said six-month period, 
in accordance with paragraph 1 of this Article III, is less than two-thirds of the 
reasonably estimated additional production for such period. As used in this 
agreement, the term ‘‘non-integrated user’’ shall mean any manufacturer, fabri- 
eator, finisher or producer of aluminum in the United States who is not a pro- 
ducer of primary aluminum or an affiliate or subsidiary of such a producer, and 
who is purchasing aluminum hereunder for his own manufacturing, fabricating, 
finishing or producing operations. Said offer to sell aluminum pig, ingot or billets 
to non-integrated users shall be made for a period of at least thirty (30) days and 
shall be made by publishing a notice in the metal trades journal known as ‘‘The 
American Metal Market’’ or by such other method as the Contractor and the 
Administrator may mutually agree upon. Such notice shall advise that said 
aluminum is for sale and that such non-integrated users may submit orders for 
the purchase thereof during a period of thirty (30) days from the date of first 
publication of the notice. Such notice shall be published in each. edition for 
two weeks, commencing at least thirty (30) days prior to the beginning of the 
first six-month period and at least sixty (60) days prior to the beginning of each 
subsequent six-month period. The Contractor may discontinue publication of 
the notice in the event the Contractor has accepted, prior to the expiration of 
the two weeks’ publication period, sufficient orders from non-integrated users to 
equal the quantity offered for sale as hereinabove provided. 

(b) Terms or sALe. All orders shall be subject to the Contractor’s accept- 
ance, to its approval of the credit of the purchaser and to its standard terms and 
conditions of sale then in effect. Subject to the provisions of the foregoing sen- 
tence, the Contractor shall accept orders from nonintegrated users sufficient to 
equal the quantity thus offered for sale as provided in paragraph 2 (a) of this 
Article III, but thereafter the Contractor shall have no obligation to accept any 
further orders from non-integrated users for the period. Nothing herein shall 
prohibit the Contractor from reducing the quantity of any order which it con- 
siders disproportionately large in relation to the other orders it has received from 
other nonintegrated users for such period. If, pursuant to the terms of para- 
graph 2 (a) of this Article III, the amount of aluminum which the Contractor is 
obligated to offer for sale to such nonintegrated users is zero, then the Contractor 
need not publish the notice or make the offer to nonintegrated users referred to 
above. Nothing in this paragraph 2 of Article III is intended to affect or prejudice 
the Contractor’s privilege first to sell or offer for sale to industry aluminum 
produced from its other facilities. 

(c) ENFORCEMENT BY THE GOVERNMENT. It is understood and agreed that 
(i) the Government may enforce the provisions of this paragraph 2 of Article III 
in its own name by first seeking specifie performance, and in the event the court 
decides that no equitable remedy lies, then the Government may sue for damages 
and in that event the measure of damages shall be the damages to nonintegrate 
users affected, but not including consequential damages, and (ii) only the Govern- 
ment may enforce this provision, and no third party shall have any right what- 
ever to enforce this provision, either in its own right or by derivative right from 
the Government. 

(d) ConrRacT COMMITMENTS. It is recognized that the Contractor has made 
and intends in the future to make contracts with customers who are non-integrated 
users for the delivery of aluminum pig, ingots and billets which may be produced 
from the additional facilities: The maximum quantity of aluminum which the 
Contractor may be obligated to deliver pursuant to such commitments for any 
applicable six-month period may be deducted from the quantity which the Con- 
tractor is obligated to make available to other non-integrated users for such six- 
month period under this paragraph 2 of Article III, provided, that the Contractor 
may not so deduct any quantities to be delivered pursuant to any contract which 
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requires the Contractor to deliver in excess of five hundred thousand (500,000) 
pounds of aluminum per month to the purchaser unless such contract shall have 
been approved by the Administrator. The Administrator shall be deemed to have 
approved any such contract unless he disapproves the same and so notifies the 
Contractor in writing within fifteen (15) days after written notice has been received 
by him of the terms of such contract. Any quantity so deducted by the Con- 
tractor and not actually delivered pursuant to such contracts, and not delivered 
to other non-integrated users during such six-month period, shall be added to the 
quantity which the Contractor is obligated to offer to nonintegrated users during 
the subsequent six-month period. 

(e) Review or GOVERNMENT ORDERS. If, after receiving the notice from the 
Government of the amount of aluminum it elects to purchase, as provided in para- 
graph 1 of this Article III, the Contractor finds that the quantity ordered by the 
Government for any six-month period is such that it may be impossible for the 
Contractor to fulfill its prior commitments to such other customers as are non- 
integrated users, the Contractor may advise the Administrator of such fact. The 
Administrator shall thereupon review the quantity ordered by the Government 
and, if under all of the circumstances the Administrator considers it advisable, 
he may reduce the quantity ordered by the Government. 


3. SALES TO THE GOVERNMENT OF UNSOLD OR UNUTILIZED ADDITIONAL PRODUCTION 


Any quantity of additional production not disposed of in accordance with para- 
graphs 1 and 2 of this Article III, and not otherwise sold or utilized by the Con- 
tractor, may be tendered to the Government in the form of pig only during each 
consecutive twelve-month period (the first such period commencing with the date 
of completion of the additional aluminum-producing facilities). Such tender or 
tenders shall be made during the first ten (10) days of any calendar month during 
such period and during the first ten (10) days following the expiration of such 
period, and all such tenders shall be considered to be applicable to such period. 
The Government shall purchase the amount so tendered at the price specified in 
paragraph 2 of Article XI. The Government shall not be required to buy under 
this paragraph 3 of Article III, for any twelve-month period specified in said 
paragraph, more than the actual output of the additional aluminum-producing 


facilities during such period, less the quantity of such additional production dis- 
posed of under paragraphs 1 and 2 of this Article III or otherwise sold or utilized 
by Contractor, provided, that in such computation the Contractor’s right uf sub- 
stitution under paragraph 2 of Article VI is recognized. 


4. AGGREGATE OBLIGATION TO SELL 


In no eyent, except as provided in Article VII and Article IX, shall the Govern- 
ment be obligated to order or purchase, or the Contractor be obligated to accept 
orders from either the Government or non-integrated users for an amount of 
aluminum which, added to the prior production sold or utilized by the Contractor 
of aluminum from the additional facilities after the date of completion of such 
facilities, exceeds four hundred twenty-five thousand (425,000) short tons. 


ARTICLE IV—SALE oF PRODUCTION BEFORE COMPLETION OF ADDITIONAL 
FACILITIES 


The Government may require the sale to it of all or any part of the aluminum 
produced from the additional facilities from the date of the beginning of com- 
mercial production and prior to the date of completion of the facilities. Such 
sale shall be at the price provided in paragraph 1 of Article XI. When the 
Contractor is reasonably able to do so, and between ninety (90) days and sixty 
(60) days before the date the Contractor estimates commercial production will 
begin, it shall advise the Government of the time when it estimates that aluminum 
will first be produced commercially at the additional facilities and of the quantity 
which it estimates will be produced from such time until the date of completion 
of the facilities. Between sixty (60) days and thirty (30) days prior to the esti- 
mated date when aluminum will first be produced commercially, the Government 
shall notify the Contractor in writing of the amount of such metal it desires to pur- 
chase, which notice shall be a firm order by the Government to pur- 
chase the quantity of aluminum specified therein at the price and upon the terms 
and conditions set forth in paragraph 1 of Article XI for the sale of aluminum 
to the Government after completion of the additional facilities, provided, that 
during such period the Contractor shall not be required to deliver any aluminum 
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of stockpile specifications beyond its reasonable ability to do so during said 
period, or any aluminum in an amount exceeding the production of the additional 
facilities. The Contractor shall offer in pig, ingot or billet form for sale to non- 
integrated users, on the terms and conditions provided in paragraph 1 of Article 
XI, the quantity, if any, by which the amount ordered by the Government for 
said period is less than two-thirds of the estimated production from the additional 
facilities for such period, subject to the terms and conditions of paragraph 2 of 
Article III. Any, quantity of aluminum produced or sold during this period 
shall not reduce the quantities otherwise specified in this contract, and speci- 
fically shall not be included as a portion of the four hundred twenty-five thousand 
(425,000) tons specified in Article I. 


ARTICLE V—PAYMENT FOR ALUMINUM DELIVERED TO GOVERNMENT 









The Contractor shall be paid by the Government for all aluminum delivered 
and accepted upon the submission of properly certified invoices or vouchers. 
Such invoices or vouchers may be submitted to the Government upon each deliv- 
ery of aluminum. 


ArticLE VI—RELATIONSHIP OF ADDITIONAL TO ExistTiNnG FACILITIES 
1 








GOVERNMENT COMMITMENTS LIMITED TO PRODUCTION FROM ADDITIONAL 
FACILITIES 






































It is the intention of this contract that the Government, by agreeing to purchase 
aluminum from the additional facilities as herein provided, guarantees the dis- 
position of the entire output of the additional facilities to the extent of the four 
hundred twenty-five thousand (425,000) ton quantity specified in Article I, 
subject to its right of termination as provided in Article XIII and the Contractor’s 
ripe of termination as provided in paragraph 3 of Article XI and in Article 
XIII hereof. In this connection, it is recognized that the Contractor now has 
other aluminum smelting facilities in operation and in course of construction and 
in the future may acquire further aluminum smelting facilities other than those 
to be constructed under this contract. It is understood that, except as to orders 
from the Government expressly placed pursuant to this contract for aluminum to 
be produced from the additional facilities, the Contractor may first dispose of the 
production from such other facilities or utilize for its own purposes the production 
of such other facilities, before disposing of or utilizing aluminum from the addi- 
tional facilities, and that, in accordance with paragraph 3 of Article III, the 
Government will purchase from the Contractor all of the production from the 
additional facilities not otherwise disposed of or utilized by the Contractor. The 
Government does not, by this contract, guarantee or agree to purchase production 
from other facilities. 


2. DELIVERIES OF SUBSTITUTED ALUMINUM 






Without affecting the rights and duties of the parties as set forth in paragraph 
1 of this Article VI, deliveries to the Government and to nonintegrated users 
pursuant to Articles ITI, IV, VII and IX of this contraet may, at the Contractor’s 
option, be made by substituting aluminum produced from other facilities for 
aluminum actually produced from the additional facilities. In such event, any 
necessary invoice adjustments shall be made so that the cost to the Government 
shall not be increased thereby. 


3. FULFILLMENT OF CONTRACTUAL OBLIGATIONS FROM OTHER FACILITIES 





In the event that it becomes an economic burden for the Contractor to continue 
to operate some or all of the additional facilities, as well as its existing facilities, 
the Contractor may petition the Administrator, setting forth all of the facts and 
asking for the privilege of closing down all or any portion of the additional facilities 
that it considers uneconomic and of delivering from other facilities the aluminum 
to be delivered to the Government or the nonintegrated users hereunder. Upon 
receipt of such petition, the Administrator shall give careful and due consideration 
to such réquest and grant such relief, if any, as he considers equitable to the 
Contractor, on such terms and conditions as he may determine, including, but 
not by way of limitation, a provision (a) that the Contractor continue to make 
aluminum available to nonintegrated users in the quantities and under the 
terms and conditions set forth in paragraph 2 of Article III, and (b) if the Ad- 
ministrator deems it appropriate, that the Contractor shall not be subject to the 
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provisions for purchase by the Government of all or part of the additional facilities 
under Article XV while and so long as the Contractor operates (or closes down) 
the additional facility or facilities to the extent and during the period specified 
by the Administrator in his grant of relief. 


4. THE CONTRACTOR’S RIGHT TO UTILIZE THE OUTPUT OF ITS OTHER FACILITIES 


Except as provided in paragraphs 2 and 3 of this Article VI, nothing in this 
contract is intended to control the sale or use by the Contractor of aluminum 
produced from facilities other than the additional facilities provided for hereunder 
or to direct the manner or extent of such sale or use, 


ArtTIcLE VII.—SALE oF ALUMINUM TO NONINTEGRATED USERS FOR FIFTEEN 
YEARS 


As an inducement to the Government to enter into this contract, and as part 
of the consideration therefor, the Contractor agrees that for a period of fifteen (15) 
years from and after the date of completion of performance specified in Article I, 
or until any loan guaranteed by the Government pursuant to Article X is fully 
repaid, whichever shall be the longer, the Contractor will make available each 
year for sale to nonintegrated users, on an nonpreferential basis in accordance 
with the Contractor’s customary sales practices, under credit conditions as to 
each purchaser satisfactory to the Contractor, at the price stated in paragraph 1 
of Article XI, a quantity of aluminum equal to twenty-five percent (25%) of the 
annual capacity of the additional aluminum smelting facilities, provided, that the 
obligation to make sales under this paragraph is limited to those purchasers who, 
at least ninety (90) days in advance of the Contractor’s production year, make 
firm purchase commitments with the Contractor for specified quantities for such 
production year. In the event that the Contractor for any year receives orders 
in excess of such twenty-five percent (25%), nothing herein shall prohibit the 
Contractor from reducing the quantity of any order which it considers dispropor- 
tionately large in relation to the other orders it has received from other customers 
for such year under this Article VII. Nothing in this Article VII shall require the 
Contractor to operate the additional facilities after the full period of performance 
specified in Article I, it being understood that the Contractor shall be obligated 
under this Article VII only to the extent that it actually operates said facilities. 
It is understood and agreed that (a) the Government may enforce this provision 
in its own name, by first seeking specific performance, and in the event the court 
decides that no equitable remedy lies, then the Government may sue for damages, 
and in that event the measure of damages shall be the damages to nonintegrated 
users affected, but not including consequential damages, and (b) only the Govern- 
ment may enforce this provision, and no third party shall have any right whatever 
to enforce this provision, either in its own right or by derivative right from the 
Government. 


Articte VIII.—TERMINATION 


1, EFFECT OF TERMINATION 


The termination of this contract by the Contractor, as provided in paragraph 3 
of Article XI, shall not have the effect of cancelling or ane ap peg bee order placed 


by the Government for aluminum pursuant to paragraph 1 of Article III or any 
tenders made by the Contractor to the Government pursuant to paragraph 3 of 
Article III before the effective date of termination, to the extent that such alumi- 
num has been produced prior to such effective date of termination. The Contrac- 
tor’s obligations to nonintegrated users under paragraph 2 of Article III, Article 
IV and Article VII are automatically terminated as of the effective date of termina- 
tion of the Government’s contract to purchase aluminum hereunder. 


2, CANCELLATION PAYMENT TO THE CONTRACTOR 


If the Contractor, at any time after such termination and before the costs of all 
the additional facilities to be constructed hereunder have been completely amor- 
tized or depreciated for Federal income tax purposes, notifies the Administrator 
that it intends to elect, with respect to any or all of said facilities the cost of which 
has not been completely so amortized or depreciated, to avail itself of the pro- 
visions of Section 124A (g) of the Internal Revenue Code, as amended by Section 









216 of the Revenue Act of 1950, and to receive a cancellation payment as defined 
in Section 124A (g) (1) (A) with respect to such group or groups of facilities: 
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(a) TERMINATION PAYMENT CERTIFIED UNDER SECTION 12%A (g) OF THE 
INTERNAL REVENUE Copge. The Contractor shall give written notice to the 
Administrator of its intention so to elect and thereupon there shall become 
due and payable from the Government to the Contractor a termination 
payment equal to the adjusted basis (as computed in the determination of 
amortization for Federal income tax purposes, pursuant to the provisions 
of Section 124A (e) of the Internal Revenue Code), of the additional facilities, 
or any one or more of the three groups thereof as detailed in Article II, as 
of the beginning of the month in which such notice of intention to elect is 
given by the Contractor, provided, that no termination payment shall be 
made purusant to this paragraph 2 (a) of Article VIII unless such payment 
is certified as provided in Section 124A (g) of the Internal Revenue Code. 
The election by the Contractor, referred to in this paragraph 2 (a) of Article 
VIII, as to any one or more of said groups of facilities need not be made 
simultaneously but may be made at any time, or from time to time, as to any 
group until the cost of such group has been amortized to the extent of the 
adjusted basis thereof for amortization purposes as defined by Section 124A 
(e) of the Internal Revenue Code. It is the intent of the Administrator 
and the Contractor that any termination payment which may be made 
pursuant to the provisions of this paragraph 2 (a) of Article VIII will be 
compensation to the Contractor for the unamortized cost of an emergency 
facility (also identified throughout this contract as an additional facility) 
because a contract with the United States involving the use of the facility has 
been terminated by its terms or by cancellation as provided in Section 
124A (g) of the Internal Revenue Code, as amended by Section 216 of the 
Revenue Act of 1950, and the Administrator agrees to recommend to the 
certifying authority specified in Section 124A (g) of the Internal Revenue 
Code that such authority so certify. 

(b) ALTERNATIVE TERMINATION PAYMENT. If the Contractor intends to 
elect to avail itself of the provisions of Section 124A (g) of the Internal Reve- 
nue Code in respect to any group or groups of such emergency facilities (also 
identified throughout this contract as additional facilities), and has given 
written notice of such intention to the Administrator, but the certifying 
authority designated pursuant to the provisions of such Section does not, in 
respect to any one or more of such groups of emergency facilities certify by 
the end of the Contractor’s fiscal year in which such notice of intention to 
elect is made that the payment is a payment as compensation for the un- 
amortized cost of an emergency facility made because a contract with the 
United States involving the use of such facility has been terminated by its 
terms or by cancellation, or if Section 124A (g) of the Internal Revenue 
Code shall have been repealed or modified before any termination payment 
authorized under paragraph 2 (a) of this Article VIII is requested or received, 
then there shall become due and payable from the Government to the Con- 
tractor in respect to such group or groups of emergency facilities the cost of 
which shall not have been completely amortized or depreciated, upon the 
Contractor’s written request therefor, a termination payment which shall be 
equal to the adjusted basis of such emergency facilities, as of the beginning 
of the month in which such notice of intention to elect is given by the Con- 
tractor, as computed in the determination of amortization for Fedéral income 
tax purposes, pursuant to the provisions of Section 124A (e) of the Internal 
Revenue Code, and which shall become due and payable in installments as 
follows: For the Contractor’s fiscal year in which it gives notice of its inten- 
tion to elect to receive a termination payment with respect to any such group 
or groups of facilities, the Government shall pay to the Contractor an amount 
equal to the amortization deduction allowable with respect to such group or 
groups of facilities for Federal income tax purposes for the period commenc- 
ing with the month in which the notice of intention to elect is given and 
ending with the close of such fiscal year, and said payment shall become due 
and payable as of the month in which such notice of intention to elect was 
given; and as of July 1 of each fiscal year of the Contractor thereafter, the 
Government shall pay to the Contractor an amount equal to the amortiza- 
tion deduction allowable with respect to such group or groups of facilities 
for Federal income tax purposes for such fiscal year reduced by an amount 





734 ALUMINUM INDUSTRY 


equal to the aggregate of the applicable production charges computed under 
paragraph 2 (c) of this Article VIII on the following basis: 

(i) for the first fiscal year subsequent to the year in which notice of 
intention to elect to receive a cancellation payment is given, on each 
ton of aluminum produced from the additional aluminum smelting 
facilities, between the first day of the month in which the notice of 
intention to elect is made and the first day of July next following; 

(ii) for each subsequent fiseal year, on each ton of aluminum produced 
from said additional facilities, during the twelve (12) months immediately 
preceding the first day of July of such fiscal year. 

(ec) PRoDUCTION CHARGE PAYABLE TO THE GOVERNMENT. If and only if the 
Contractor receives a termination payment or payments with respect to the 
additional facilities pursuant to paragraph 2 (a) or 2 (b) of this Article VIII, 
the Contractor shall pay to the Government a production charge as herein- 
after specified on each ton of aluminum produced from the additional alum- 
inum smelting facilities after the receipt of such payment, or installment 
thereof, and sold or utilized. Said production charge shall be paid by the 
Contractor regardless of whether the Contractor itself shall or shall not, at 
any particular time or times, own or occupy said additional aluminum smelt- 
ing facilities, and regardless of whether, at any particular time or times, the 
operation of said additional aluminum smelting facilities or the production 
of aluminum therefrom is effected by the Contractor or by some entity other 
than the Contractor, provided, that no production charge shall be payable 
if or after the Government purchases said additional aluminum smelting 
facilities under the provisions of Article XV. 

The production charge per ton of aluminum with respect to the additional 
facilities, if and after a termination payment or installment thereof shall 
have been received by the Contractor with respect thereto shall be seventy- 
five per cent (75%) of an amount determined by dividing (i) the number of 
tons obtained by subtracting from four hundred twenty-five thousand 
(425,000) tons of aluminum the number of tons of aluminum actually pro- 
duced from the additional aluminum smelting facilities pursuant to this 
contract from the date of their completion to the termination date, into 
(ii) the adjusted basis, as of the termination date and as computed in the 
determination of amortization for Federal income tax purposes pursuant to 
the provisions of Section 124A (e) of the Internal Revenue Code, of the said 
additional facilities with respect to which the Contractor shall have received 
a termination payment or payments. 

Any production charge payable by the Contractor with respect to the 
additional facilities, as heretofore detailed in this paragraph 2 (c) of Article 
VIII, shall be paid either (i) until the expiration of fifteen (15) years from 
the receipt of the termination payment, or the first installment thereof if 
paid in installments (and in such event shall also be paid on all aluminum 
produced from the additional aluminum smelting facilities but not yet 
sold or utilized at the expiration of such fifteen-year period), or (ii) until 
the total of such production charges paid equals the amount of the total 
termination payment made with respect to the additional facilities, whichever 
first occurs. After the occurrence of either said event, the Contractor shall 
be under no further obligation to pay such production charge in respect of 
the additional facilities. 

If a termination payment is made in installments under the provisions of 
paragraph 2 (b) of this Article VIII with respect to any group of facilities, 
any production charges thereafter due and payable with respect to such 
facilities may be maths the Government as an offset against any installment 
of a termination payment also due and payable to the Contractor as more 
fully detailed in paragraph 2 (b) of this Article VIII, provided, that a pro- 
duction payment thus used as an offset by the Government shall not otherwise 
be payable by the Contractor. 

d) CERTIFICATION OF PRODUCTION AND PAYMENT OF PRODUCTION CHARGE. 
Within ninety (90) days after the end of each month following the date of 
the receipt of any termination payment or the first installment thereof and 
until the Contractor’s obligation to pay all production charges has expired, 
the Contractor shall furnish to the Government a certified statement of 
the number of tons, if any, of aluminum produced from the additional 
facilities and sold or utilized during such monthly period and shall, with 
such certificate, pay to the Government the amount of peer charges 
due for such period (except as provided in paragraphs 2 (b) and 2 (c) of this 
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Article VIII or as may have been paid in advance as provided for in paragraph 
2 (e) of this Article VIII). 

(e) PAYMENT OF PRODUCTION CHARGE IN ADVANCE. At its option, the 
Contractor may pay all or any part of any production charge in advance. 

(f) CHANGE IN PRODUCTION CHARGE. If the rate of such production 
charges, as calculated above, shall become an undue economic burden to 
the Contractor and the Contractor shall so demonstrate to the satisfaction 
of the Administrator, then the Administrator shall grant such reduction 
in said rate and such extension of the period during which such reduced 
rate shall be payable upon actual production and sale or utilization, as he 
may deem appropriate. 

(g) TERMINATION PAYMENT IS EXCLUSIVE REMEDY. In the event of 
termination of this contract by the Contractor as provided in paragraph 3 
of Article XI, the sole right and remedy of the Contractor, either at law or 
equity, shall be to receive a termination payment or payments, under the 
circumstances and subject to the terms and conditions set forth in this 
Article VIII. 


3. ELECTION TO CONTINUE AMORTIZATION IN LIEU OF TERMINATION PAYMENT 


Except as provided in paragraph 2 (b) of this Article VIII, if the Contractor, 
after termination, does not elect to avail itself of the provisions of Section 124A 
(g) of the Internal Revenue Code, but continues to take the sixty-month amorti- 
zation deduction authorized by Section 124A of said Code with respect to all of the 
additional facilities until the expiration of the sixty-month period, then the 
Government shall not be obligated to make any termination payment to the 
Contractor, provided, that the Contractor may, at its option, elect to avail itself 
of the provisions of Section 124A (g) of the Internal Revenue Code as to any one 
or more of the three groups of additional facilities as detailed in Article II, at any 
time or from time to time after termination and prior to the expiration of such 
sixty-month period, and upon so doing, will be entitled to termination payments, 
as hereinbefore provided in paragraph 2 of this Article VIII, with respect to the 
additional facilities as to which such election was made. 


4. TERMINATION PAYMENT LIMITED TO CERTIFIED PERCENTAGE OF AMORTIZABLE 
cost 


Nothing in this contract is intended to limit or curtail the Contractor’s statutory 
right to discontinue amortization deductions under Section 124A of the Internal 
Revenue Code at any time, provided, that the Contractor’s exercise of such right 
shall not increase the amount of the termination payment or payments otherwise 
payable to the Contractor under this Article VIII had the Contractor not elected 
to exercise such right, nor extent the time within which the Contractor may elect 
to request or take any termination payment provided for in this Article VIII. 
Whether the Contractor is or is not taking, or has or has not taken, amortization 
deductions under said Section 124A with respect to any of the additional facilities 
or any part thereof, the termination payment or payments with respect thereto 
shall be computed as if the Contractor had been takifig such amortization de- 
ductions. In any event, the limit of the Government’s obligation to make any 
termination payment with respect to any group of facilities shall not exceed 
eighty percent (80%) of the cost of such group of facilities as computed for 
Federal income tax purposes less an amount equal to one-sixtieth (1/60th) of 
eighty per cent (80%) of such cost for each month following the month in which 
such group of facilities was completed, up to and including the month preceding 
the month as of which the termination payment or the first installment thereof 
beeomes due and payable; provided, however, that there shall be substituted for 
the figure eighty percent (80%) wherever such figure appears, such percentage 
of the cost of the additional facilities as may be certified pursuant to Section 
124A of the Internal Revenue Code, as amended. 


5. PARTIAL EXERCISE OF THE CONTRACTOR'S RIGHTS 


Such rights as the Contractor may have under this contract (a) to receive 
termination payments under this Article VIII, including the resulting obligations 
detailed in Articles VIII, [IX and XV, and (b) to obtain Government guarantees 
of loans for the construction of additional facilities, as hereinafter detailed in 
Article X, may be exercised by the Contractor either with respect to all the 
additional facilities, or severally and from time to time, with respect to any one 
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or more of the three groups of such facilities, each as more fully detailed in 
Article II hereof. 


6. TERMINATION OF EARLIER CONTRACT WHILE ALUMINUM IS BEING IMPORTED 


In consideration of the Contractor’s acceptance of this contract, the Govern- 
ment agrees that it shall have no right to, and will not, cancel the contract between 
the United States and the Contractor dated June 7, 1951, effective as of December 
19, 1950, for the production and sale of six hundred thousand (600,000) tons of 
aluminum, at any time when there is then in effect a contract or contracts between 
the Government and any suppliers of aluminum for importation into the United 
States from any foreign country of aluminum pig or ingot, providing for deliveries 
aggregating more than ten thousand (10,000) tons per year, except a contract or 
contracts entered into pursuant to the Economic Cooperation Act of 1948, as 
amended, for relief or rehabilitation. 


ARTICLE [X—TuHE ConTRACTOR’S OBLIGATION TO SELL WHILE UNDER OBLIGATION 
To MaKsE PrRopucTION CHARGE PAYMENTS 


While the Contractor’s obligation to the Government to make production 
charge payments, pursuant to Article VIII, continues, the Contractor agrees, to 
the extent that it actually produces aluminum at the additional aluminum smelting 
facilities, to make such aluminum available for sale to the Government, in the 
manner and subject to the terms and conditions provided in paragraph 1 of 
Article III, and to non-integrated users in the manner and subject to the terms 
and conditions provided in paragraph 2 of Article III, in both instances at the 
prices provided for in paragraph 1 of Article XI, provided, that the Contractor’s 
obligation to sell aluminim to the Government and to non-integrated users during 
any period pursuant to this Article IX shall not exceed a total of twenty-five 
per cent (25%) of the production from the additional facilities for such period. 


Articus X—GOVERNMENT GUARANTEEYOF Loans} 


The Government, acting through the General Services Administration as an 
authorized guaranteeing agency under Executive Order No. 10161, dated Septem- 
ber 9, 1950, Executive Order No. 10200, dated January 3, 1951, and Executive 
Order No. 10281, dated August 28, 1951, agrees to guarantee any loans obtained 
by the Contractor to construct the additional facilities to the extent required by 
the lender concerned and as determined by the guaranteeing agency after con- 
sideration of the recommendations of the appropriate Federal Reserve Bank; 
provided, that the foregoing shall apply only to a guarantee of loans on which a 
guarantee is sought prior to the date of completion of construction of the addi- 
tional facilities, as such completion is defined in the next to the last sentence of 
Article I of this contract. If any such loan is guaranteed and remains unpaid, in 
whole or in part, at the time any termination payment or installment thereof de- 
scribed in Article VIII is due to the Contractor from the Government, the Gov- 
ernment reserves the right, at its option, to require the Contractor to apply any 
or all of such termination payment or installment thereof to the payment of all 
or any part of the principal installments of said guaranteed loan in the regular 
order of maturity. 


ArticLe XI—Sates Price or ALUMINUM 
1. ON ALUMINUM WHICH THE CONTRACTOR IS REQUIRED TO SELL 


The price at which the Contractor is required to sell aluminum pig, ingot or 
billets to the Government and non-integrated users in accordance with paragraphs 
1 and 2 of Article III and Articles IV, VII, and IX shall be the Contractor’s pub- 
lished price (including and subject to the standard terms and conditions applicable 
thereto) in effect at the time of delivery for the grade, form, size and quantity of 
aluminum involved. If the Contractor should have more than one published 
price in effect for the grade, form, size and quantity involved, the lowest of such 
published prices shall be deemed the Contractor’s published price for the purposes 
of this Article XI. 


2. ON PURCHASES WHICH THE GOVERNMENT MAY BE REQUIRED TO MAKE 


The price at which the Government is required to buy aluminum pig on tender 
by the Contractor, as detailed in paragraph 3 of Article III, shall be the Con- 
tractor’s published price (including and subject to the standard terms and con- 
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ditions applicable thereto) in effect at the time of delivery for the grade, form, 
size and quantity involved, provided, that if at the time of delivery the current 
published price (including and subject to the standard terms and conditions 
applicable thereto) for the grade, form, size and quantity involved of either 
Reynolds Metals Company or Kaiser Aluminum Chemical Corporation is 
lower than the Contractor’s published price, then, and during the period of such 
difference, the price at which the Government is required to buy aluminum pig 
tendered by the Contractor as aforesaid shall be the lowest of such published 
prices in effect at the time of delivery. The Contractor shall invoice the Govern- 
ment at its said published price in effect at the time of delivery and grant any 
credits required by the above formula in the Contractor’s first succeeding invoice 
after it becomes possible to compute such credits, which computation shall be 
promptly made. 
3. GOVERNMENT PRICE CONTROLS 


(a) THE CONTRACTOR’S RIGHT OF CANCELLATION. In the event that price 
controls are placed upon aluminum by the Government which result in the Con- 
tractor’s inability to earn a reasonable profit from the operation of the additional 
facilities and, after reasonable efforts, the Contractor is unable to obtain relief 
from such price controls to the extent that such price controls cause such inability, 
then the Contractor shall have the right to terminate this contract. Such termi- 
nation shall become effective thirty (30) days after receipt of written notice thereof 
delivered by the Contractor to the Administrator, and upon such termination 
the provisions of paragraphs 1, 2, 3, 4 and 5 of Article VIII shall apply. For the 
purposes of this paragraph 3 of Article XI, (a) in determining the Contractor’s 
profit, the amount of accelerated amortization in excess of normal depreciation 
shall not be included in computing the Contractor’s cost of production, and (b) 
it is the understanding of the parties that the Contractor’s profit existing at the 
date of this contract (exclusive of profit or loss from the operation of its reactivated 
aluminum smelting facilities at Badin and Massena) is a reasonable profit. 

(b) CONTRACT PRICE PROVISIONS REINSTATED AT END OF PRICE CONTROLS. 
In the event that the price control authorities grant relief to the Contractor in 
accordance with paragraph 3 (a) of this Article X1, with respect to the Contractor’s 
prices on sales to the Government or to non-integrated users, or both, pursuant to 
this contract, then the prices authorized by such relief shall apply to such sales 
under this contract during the effective period of such relief, but, upon the termi- 
nation of such relief, the price provisions otherwise specified in this contract shall 
again govern. 


ArTICLE XII—Force MAJEURE 


I, EFFECT OF DELAYS 


The time for performance by the Contractor of its obligations under the provi- 
sions of this contract relating to the construction of the additional facilities, to the 
production and delivery of aluminum from such additional facilities, and to the 
operation of such additional facilities, shall be extended at the option of the Con- 
tractor and upon the terms and conditions set forth in the following provisos, by a 
time or times equivalent to any delays, interruptions of cessations occasioned by 
force majeure, (force majeure being herein defined as any cause which is beyond 
the reasonable control of and not due to the fault or negligence of the Contractor, 
including but not by way of limitation, acts of God, strikes, fire, storm, sabotage, 
acts of war or public enemy, and failure to obtain adequate priority or allocation 
requirements or other acts of the Federal Government), provided, that the Con- 
tractor shall give to the Administrator, within thirty (30) days after the occur- 
rence of each such force majeure, written notice thereof together with a statement 
setting forth the facts evidencing such force majeure, and, provided further, that at 
the conclusion of the duration of each such force majeure the Contractor shall, 
within thirty (30) days thereafter, give to the Government written notice of the 
termination of such force majeure. 


2. THE CONTRACTOR’S RIGHT OF ELECTION TO PROCEED BEFORE COMPLETION 


In the event that any occurrence of force majeure resulting from failure to 
obtain adequate priority or allocation requirements or other acts of the Federal 
Government prevents the date of completion of the additional aluminum reduc- 
tion facilities from occurring by or before January 1, 1954, the Contractor may, 
at any time thereafter, by written notice delivered to the Administrator, elect to 
proceed with the performance of this contract as if such date of completion had 
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occurred. In the event of such election, the provisions of this contract which 
are expressly dependent upon the occurrence of such date of completion, including, 
without limitation, Article III, shall become effective as if the date of completion 
of construction had occurred upon the date of receipt of such notice by the 
Administrator, provided, that the amount of aluminum which it shall be the duty 
of the Government to buy and the duty of the Contractor to sell to the Govern- 
ment and to non-integrated users hereunder in each subsequent six-month period 
specified in and under the conditions of Article III shall be limited to the actual 
capacity of the additional aluminum smelting facilities during such period, and, 
provided further, that the provisions of this Article XII shall not relieve the Con- 
tractor from its obligations to complete the construction and operation of the 
additional facilities, except during the period or periods when the Contractor is 
prevented from so doing by conditions of force majeure. 


ArtIcLE XIII.—TERMINATION FOR CAUSE 


If the Contractor should apply for a Government guarantee of loans pursuant 
to Article X and despite due diligence does not obtain such guarantees on terms 
satisfactory to Contractor, within forty-five (45) days after the date when the 
Contractor applies for such guaranteed loans or after the date of execution of this 
agreement, whichever date may be later, the Contractor may, at any time there- 
after before such guaranteed loans are obtained, terminate this agreement on the 
terms provided in Article XIV. If such guaranteed loans are not obtained within 
ninety (90) days after the Contractor applies for such guaranteed loans, then the 
Government may also, at any time thereafter before such guaranteed loans are 
obtained (or the application therefor withdrawn), terminate this agreement on 
the terms provided in Article XIV. 


ARTICLE XIV—CoNSEQUENCES OF TERMINATION FOR CAUSE 


In the event this agreement is terminated pursuant to Article XIII, termination 
shall become effective thirty (30) days after receipt of notice delivered by the 
Contractor to the Administrator, or by the Administrator to the Contractor, as 
the case may be, and upon such termination the following provisions shall apply: 


1. AS APPLIED TO THE CONSTRUCTION OF ADDITIONAL ALUMINUM 
SMELTING FACILITIES 


With respect to each contract or commitment theretofore made by the Con- 
tractor and relating to the additional aluminum smelting facilities (including, 
without limitation, contracts and commitments for utility services, fuel, power, 
labor, transportation, materials, supplies, equipment, construction and services), 
the Government shall reimburse the Contractor for all expenditures actually made 
thereunder up to the date of termination, and either, at the Government’s option, 
(a) require the assignment by, the Contractor to the Government of such contract 
or commitment and assume the Contractor’s obligations thereunder, or (b) direct 
the Contractor to cancel or settle such contract or commitment and reimburse the 
Contractor for its expenditures in effecting such cancellation and settlement. The 
Contractor shall thereupon transfer or deliver to the Government all real and 
personal property obtained by the Contractor as a result of such expenditures and 
not previously consumed. The additional smelting facilities referred to in this 
Article XIV are the additional smelting facilities defined in Article II, but exclude 
the additional alumina producing and bauxite mining facilities referred to in said 
Article. The Contractor shall not receive any compensation, reimbursement, pay- 
ment or damages, or have any right or remedy against the Government whatsoever 
as to the said alumina or bauxite facilities by reason of termination by either party 
pursuant to Article XIII. 


2. AS APPLIED TO THE OBLIGATIONS TO BUY AND SELL ALUMINUM 


With respect to the Contractor’s obligations to sell aluminum as detailed in 
Article I, in paragraphs 1, 2 and 4 of Article III and in Articles IV, VIT and IX, 
and with respect to the Government’s obligation to buy aluminum as detailed in 
Article I and in paragraphs 3 and 4 of Article III, such obligations of the Con- 
tractor and the Government shall terminate wholly when and if the agreement is 
terminated by either party pursuant to Article XIII. 
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ARTICLE X V.—GOVERNMENT PURCHASE OPTION 
I. IDLENESS OF ADDITIONAL FACILITIES FOR ONE YEAR 


If (a) this agreement has been terminated pursuant to paragraph 3 of Article 
XI, and (b) the Contractor is obligated to make production payments to the 
Government, and (c) at the time notice of exercise of the option by the Govern- 
ment hereinafter referred to is given, the additional aluminum smelting facilities, 
as such facilities are defined in Article II, including all additions, renewals and 
improvements thereof and thereto, are and have been substantially idle for a 
continuous period of at least one (1) year immediately prior to the receipt of such 
notice (not including in the computation of such period any time during which 
conditions of force majeure, as defined in Article XII, exist, or such period of 
relief as may be granted by the Administrator pursuant to paragraph 3 of Article 
VI) then the Government shall have the option to purchase from the Contractor 
the aforementioned additional aluminum smelting facilities (but not the alumina 
producing and bauxite mining facilities) defined in Article II hereof, at a price 
calculated as set forth in paragraph 4 of this Article XV. The Government’s 
option shall be exercised by delivering a written notice to the Contractor of its 
election to exercise such option, stating the date it shall become effective, which 
date shall not be less than ninety (90) days from the date of its receipt by the 
Contractor. 


2. THE CONTRACTOR MAY PLACE THE ADDITIONAL FACILITIES BACK IN OPERATION 


If the Contractor, in good faith, before the effective date of the Government’s 
election to purchase pursuant to the aforementioned option, places the additional 
aluminum smelting facilities in substantial operation, then the Government’s 
exercise of its option to purchase shall become without effect, but the Government 
shall thereafter have the option to purchase said facilities if, at a later date, all 
of the conditions set forth in paragraph 1 of this Article XV recur, subject to the 
same terms and conditions of paragraphs 1 and 2 of this Article XV. 


3. DEFINITION OF IDLENESS 


For the purpose of paragraphs 1 and 2 of this Article XV, the additional alum- 
inum smelting facilities shall be deemed to be substantially idle unless at least ore 
(1) potline is in operation; and substantial operation of the additional aluminum 
smelting facilities shall consist of the operation of at least one (1) potline. 


4. OPTION PURCHASE PRICE 


The purchase price for the additional aluminum smelting facilities shall be such 
amount as shall fully reimburse the Contractor for the entire cost of the facilities 
to be purchased after deducting from such cost the profit or adding thereto the 
loss, as the case may be, resulting from the operation and maintenance of said 
facilities from the date of their initial operation to the effective date of the exercise 
of the option. 

In computing the purchase price, the following adjustments shall be made and 
the principles herein stated shall be followed: 

(a) TREATMENT OF TERMINATION PAYMENTS AND PRODUCTION CHARGES. 
There shall be deducted from the cost of the additional aluminum smelting 
facilities, the amount of termination payments paid by the Government to 
the Contractor on account of said facilities purchased, less production charges 
paid by the Contractor on account of said facilities. 

(b) DETERMINATION OF PROFIT OR LOSS. In determining the Contractor’s 
profit or loss: (i) Amortization and depreciation of said facilities to be 
purchased which has actually been taken shall be subtracted from the cost 
of operations. (ii) The cost of operations shall include all costs of starting 
up, shutting down and of maintaining said facilities purchased in standby 
condition, including all standby charges as well as all costs of cancelling 
commitments as a result of shutdowns. (iii) The costs of operation shall 
include a charge for alumina (in the operation of the additional aluminum 
smelting facilities) and any other materials furnished by the Contractor for 
operation of the additional aluminum smelting facilities at fair market prices 
but not less than the Contractor’s cost of furnishing the same (including 
applicable depreciation and depletion at normal rates) plus a reasonable 
profit; provided, that if such alumina or other materials are purchased by the 
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Contractor from a wholly owned subsidiary, the charge to be included shall 
be at fair market value, but not less than such subsidiary’s cost of furnishing 
the same (including depreciation and depletion at normal rates) plus a 
reasonable profit, with the further qualification that such computation of 
eost and profit shall be not more than such subsidiary is currently charging 
others for the same material. (iv) The cost of operation shall also include 
interest paid by the Contractor on borrowed money attributable to the con- 
struction or operation of the additional aluminum smelting facilities. (v) 
There shall be deducted from the profit of each year, or added to the loss of 
each year of operating such facilities, a pro rata share of the general adminis- 
trative and selling expenses, and said expenses shall be prorated in the pro- 
portion which the net sales and the value of intracompany and intercompany 
transfers of products produced by the additional facilities bear to the total 
net sales and the value of intracompany and intercompany transfers of the 
Contractor and its wholly owned subsidiaries for said year, provided, that 
in the computation of the foregoing net sales and the value of intracompany 
and intercompany transfers there shall be no duplication, that any intra- 
company or intercompany sales or transfers shall be deemed to have been 
made at the Contractor’s current published price, and that in calculating the 
foregoing proportion in connection with selling expenses, sales to the Govern- 
ment under this contract shall be excluded. 

(c) PROFIT OR LOSS ON OPERATION OF OTHER FACILITIES NOT TO BE CON- 
SIDERED. The Contractor’s profit or loss in furnishing raw materials for the 
operation of the additional aluminum smelting facilities and in fabrication 
of any aluminum produced from said facilities shall be excluded from all 
computations of the purchase price of said facilities, it being understood 
that neither the profit nor loss resulting from the operation of any of the 
Contractor’s facilities, other than those being purchased by the Government 
pursuant to this option, is to be taken into account in determining the pur- 
chase price. 

(d) DEDUCTION OF TAX BENEFIT. There shall be deducted from such pur- 
chase price any tax benefit which may be realized by the Contractor as a 
result of the deduction by the Contractor of any net operating loss attributable 
to the additional aluminum smelting facilities (computed with the deduction 
of depreciation or amortization pursuant to the provisions of Section 124A of 
the Internal Revenue Code as actually allowed for the purposes of computing 
the Contractor’s Federal income and excess profits tax liabilities) from net 
income from other operations of the Contractor. 

(e) FURTHER ADJUSTMENTS AUTHORIZED. Notwithstanding anything in 
this Article XV to the contrary, it is the intent of said Article and of the 
parties that the Contractor shall be fully reimbursed for all of its expenditures 
as hereinabove defined for the construction, acquisition, maintenance, opera- 
tion and shutdown of the additional aluminum smelting facilities purchased, 
without profit or loss to the Contractor (excluding, however, profit or loss 
from the production of raw materials and the fabrication of aluminum in 
facilities other than the additional aluminum smelting facilities), as if the 
Contractor had never owned said facilities. If payment of said purchase 
price does not so reimburse the Contractor because of taxes payable, then the 
purchase price shall be adjusted so that the Contractor is so reimbursed 
without profit or loss, as if the Contractor had never owned or operated the 
additional aluminum smelting facilities. 


5. DELIVERY OF TITLE PAPERS AND PURCHASE PRICE 


As promptly as possible after the receipt of notice of the exercise of the option, 
the parties shall compute and agree upon the purchase price. Upon the effective 
date of the option, the Contractor shall execute and deliver to the Government a 
deed to all of said property. The Contractor shall be obligated to convey only 
such title to the property as it or its subsidiaries hold at the time it receives the 
notice from the Government exercising the option, except that the property shall 
be conveyed free and clear of all liens and encumbrances for indebtedness in- 
curred by the Contractor. At the same time the Contractor shall assign and 
transfer to the Government such contracts relating to the operation of the plant 
as it has the right to assign and transfer, and upon such assignment and transfer 
the Government shall assume all obligations for further performance thereunder. 
‘The purchase price shall become due and payable upon delivery of the deed by the 
Contractor to the Government. If the parties have not agreed upon the purchase 
price, then the Government shall pay to the Contractor the amount the Govern- 
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ment shall have computed as the purchase price, without prejudice to the right 
of the Contractor to negotiate further with the Government in an effort to arrive 
at a purchase price satisfactory to the Contractor, and, failing such agreement, 
without prejudice to whatever rights the Contractor may have to proceed in the 
Court of Claims to recover such amount which, when added to the amount which 
has heretofore been paid, shall in the judgment of the Court of Claims represent 
the appropriate purchase price computed under the provisions of this Article XV. 
In any such action in the Court of Claims the determination of an appropriate 
purchase price computed under the provisions of this Article XV shall be de novo, 
and any prior calculation or calculations by either party of any item or items 
entering into the computation of the purchase price theretofore paid to the Con- 
tractor, shall be without prejudice to either party in said action. 


ARTICLE X VI—ADMINISTRATOR 


_ As used herein, the term ‘Administrator’ means the Administrator of General 
Services and his successors in function. 


ArtTICcCLE XVII—PERFORMANCE BY SUBSIDIARIES 


All or any part of the obligations of the Contractor under this agreement may 
be performed by and in the name of any wholly-owned domestic subsidiary corpo- 
ration or corporations of the Contractor, and operations outside of the United 
States, its territories and possessions by domestic or foreign subsidiaries, provided, 
that the Contractor guarantees such performance, and in such event at the Con- 
tractor’s request, any payment with respect to such portion of the contract so 
performed by the subsidiary shall be made to such subsidiary. It is further 
understood that the Contractor may make its sales of aluminum through a sales 
subsidiary corporation or corporations and that in such event, for the purposes 
of this agreement, the published prices of such subsidiary sales corporation or 
corporations or of the Contractor, whichever shall be lower, shall be deemed the 
published prices of the Contractor, and sales by such sales subsidiary corporation 
or corporations shall be considered the sales of the Contractor. 


ArticLE XVIII—DeE tivery or INGor 


It is understood that the Contractor intends to install equipment at the addi- 
tional aluminum smelting facilities for the conversion of a portion of the capacity 
of such facilities from pig to ingot. The Contractor shall be obligated to deliver 
aluminum ingot to the Covdramant or to nonintegrated users during any period 
to the extent of orders for ingot received under the terms of this agreement, but 
not to exceed the quantity of ingot which the Contractor is reasonably able to 
produce with the equipment installed at the additional aluminum smelting facili- 
ties during such period. 


ArticLE XIX—Point or DELIVERY 


The Contractor shall ship aluminum ordered by the Government to such 
destination within the continental United States as is specified in each such order 
given pursuant to the terms of this contract, provided, that the delivery point shall 
be in accordance with the Contractor’s standard terms and conditions applicable at 
the time of delivery. A delivery point other than in accordance with the Con- 
tractor’s terms and conditions applicable to the price in effect at time of delivery 
may be specified upon the mutual consent of the parties. The Contractor shall be 
responsible for each shipment of aluminum covered by this contract until it is 
delivered at the designated delivery point, regardless of the point of inspection. 
When delivery at that point has been effected, then all risks of loss, including 
without limitation claims for losses and damages in connection with care and 
handling of the metal thereafter, shall be deemed to have passed from the Contrac- 
tor to the Government. 


ARTICLE X X—INSPECTION 


1, INSPECTION PRIOR TO FINAL ACCEPTANCE 


All aluminum delivered to the Government pursuant to this contract shall be 
subject to inspection and test by the Government, to the extent practicable at all 


times and places, including the period of manufacture, and in any event prior to 
final acceptance. 
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2. DEFECTIVE ALUMINUM 


In ease any such aluminum is defective in material or workmanship or otherwise 
not in conformity with the requirements of this contract, the Government shall 
have the right either to reject it (with or without instruction as to its disposition), 
or to require its replacement. Aluminum which has been rejected or required to 
be replaced shall be removed, as requested by the Administrator or his duly 
authorized representative, by and at the expense of the Contractor promptly 
after notice, and shall not again be tendered for acceptance unless the former 
tender and either the rejection or requirement of replacement is disclosed. If 
the Contractor fails to promptly remove such aluminum when requested by the 
Administrator or his duly authorized representative, and to proceed promptly 
with the replacement thereof, the Government at its option may (a) by contract 
or otherwise replace such aluminum and charge to the Contractor the cost occa- 
sioned the Government thereby, or (b) terminate the right of the Contractor to 
make delivery of the amount of aluminum so rejected for default, or (c) accept 
the aluminum so rejected at an appropriate reduction of the contract price. 


3. MANNER, PLACE AND TIME OF INSPECTION 


If any inspection or test is made by the Government on the premises of the 
Contractor, the Contractor without additional charge shall provide all reasonable 
facilities and assistance for the safety and convenience of the Government inspec- 
tors in the performance of their duties. If Government inspection or test is 
made at a point other than the premises of the Contractor, it shall be at the 
expense of the Government, provided, that in case of rejection the Government 
shall not be liable for any reduction in value of samples used in connectioa with 
such inspection or test. All inspections and tests by the Government shall be 
performed in such manner as not to unduly delay the operations of the Contractor. 
The Government reserves the right to charge to the Contractor any additional 
cost of Government inspection and test when aluminum is not ready at the time 
such inspection and test is requested by the Contractor. Final acceptance or 
rejection ot the aluminum shall be made as promptly as practicable after délivery, 
but in any event within thirty (30) days thereafter; but failure to inspect and, 
accept or reject aluminum shall neither relieve the Contractor from responsibility 
for such aluminum as is not in accordance with the contract requirements nor 
impose liability on the Government therefor, 


4. CONSEQUENCES OF FINAL ACCEPTANCE 


The inspection and test by the Government of any aluminum sold hereunder 
or lots thereof does not relieve the Contractor from any responsibility regarding 
defects or other failures to meet the contract requirements which may be discovered 
prior to final acceptance. Final acceptance shall be conclusive except as regards 
latent defects, fraud, or such gross mistakes as amount to fraud. 


5. THE CONTRACTOR’S INSPECTION SYSTEM 


The Contractor shall provide and maintain an inspection system acceptable 
to the Government covering the aluminum sold hereunder. Records of all 
inspection work by the Contractor shall be kept complete and available to the 
Government during the performance of this contract and for three (3) years 
thereafter. 


ArtTicLE XXI—Buy American Act 
1. APPLICABILITY 


The Contractor agrees that there will be delivered under this contract only 
such unmanufactured articles, materials, and supplies (which term “articles, 
materials, and supplies’ is hereinafter referred to in this Article XXI as “sup- 
plies’) as have been mined or produced in the United States, and only such 
manufactured supplies as have been manufactured in the United States sub- 
stantially all from supplies mined, produced, or manufactured, as the case may 
be, in the United States. Pursuant to the Buy American Act (41 U. 8. Code 
10a-c), the foregoing provision shall not apply (a) with respect to supplies ex- 
cepted by the Administrator from the application of that Act, (b) with respect 
to supplies for use outside the United States, (c) with respect to the supplies to 
be delivered under this contract, which are of a class or kind determined by the 
Administrator or his duly authorized representative not to be mined, produced, 
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or manufactured, as the case may be, in the United States in sufficient and reason- 
ably available commercial quantities and of a satisfactory quality, or (d) with 
respect to such supplies, from which the supplies to be delivered under this 
contract are manufactured, as are of a class or kind determined by the Admin- 
istrator or his duly authorized representative not to be mined, produced, or 
manufactured, as the case may be, in the United States in sufficient and reason- 
ably available commercial quantities and of a satisfactory quality, provided, that 
this exception (d) shall not permit delivery of supplies manufactured outside the 
United States if such supplies are manufactured in the United States in sufficient 
and reasonably available commercial quantities and of a satisfactory quality. 


2. STATUS OF BAUXITE 


The Administrator hereby determines for the purpose of this contract that 
bauxite for the manufacture of primary aluminum is not mined, produced or 
manufactured, as the case may be, in the United States in sufficient and reason- 
ably available commercial quantities and of a satisfactory quality. 


ArtTIcLE XXII—Prison Lasor Not To Be EmptLoyep 


In connection with the performance of work under this contract, the Contractor 
agrees not to employ any person undergoing sentence of imprisonment at hard 
labor. 


ArticLE XXIII—Tue E1cut-Hovur Law or 1912 


This contract, to the extent that it is of a character specified in the Eight-Hour 
Law of 1912 as amended (40 U. 8S. Code 324-326) and is not covered by the Walsh- 
Healey Public Contracts Act (41 U. S. Code 35-45), is subject to the following 
provisions and exceptions of said Eight-Hour Law of 1912 as amended, and to all 
other provisions and exceptions of said Law: 

No laborer or mechanic doing any part of the work contemplated by this 
contract, in the employ of the Contractor or any subcontractor contracting 
for any part of the said work, shall be required or permitted to work more 
than eight hours in any one calendar day upon such work, except upon the 
condition that compensation is paid to such laborer or mechanic in accord- 
ance with the provisions of this clause. The wages of every such laborer and 
mechanie employed by the Contractor or any subcontractor engaged in the 
performance of this contract shall he computed on a basic day rate of eight hours 
per day; and work in excess of eight hours per day is permitted only upon 
the condition that every such laborer and mechanic shall be compensated 
for all hours worked in excess of eight hours per day at not less than one and 
one-half times the basic rate of pay. For each violation of the requirements 
of this clause a penalty of five dollars shall be imposed upon the Contractor 
for each such laborer or mechanic for every calendar day in which such em- 
ployee is required or permitted to labor more than eight hours upon said 
work without receiving compensation computed in accordance with this 
clause; and all penalties thus imposed shall be withheld for the use and benefit 
of the Government, 


ARTICLE XXIV—THE WatusH-HEALEY AcT 


If this contract is for the manufacture or furnishing of materials, supplies, 
articles or equipment in an amount which exceeds or may exceed ten thousand 
collars ($10,000) and is otherwise subject to the Walsh-Healey Public Contracts 
Act as amended (41 U. S. Code 35-45), there are hereby incorporated by reference 
all representations and stipulations required by said Act and regulations issued 
thereunder by the Secretary of Labor, such representations and stipulations being 
subject to all applicable rulings and interpretations of the Secretary of Labor 
which are now or may hereafter be in effect. 


ARTICLE X XV—DIscRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this contract, the Contractor 
agrees not to ciscriminate against any employee or applicant for employment 
because of race, creed, color, or national origin, and further agrees to insert the 
foregoing provisions in all subcontracts hereunder except subcontracts for standard 
commercial supplies or for raw materials. 
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ARTICLE XX VI—MEMBERS OF CONGRESS 


No member of or delegate to Congress, or resident commissioner, shall be 
admitted to any share or part of this contract, or to any benefit that may arise 
therefrom, but this provision shall not be construed to extend to this contract if 
made with a corporation for its general benefit. 


ARTICLE XXVII.—CONTINGENT FEES 


The Contractor warrants that no person or selling agency has been employed 
or retained to solicit or secure this contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 
employees or bona fide established commercial or selling agencies maintained by 
the Contractor for the purpose of securing business. For breach or violation of 
this warranty the Government shall have the right to annul this contract without 
liability or in its discretion to deduct from the contract price or consideration 
the full amount of such commission, percentage, brokerage, or contingent fee. 


ARTICLE XXVIII.—PERFORMANCE DurRING DISPUTES 


In the event of any dispute arising under this contract, the Contractor shall, 
notwithstanding the pendency of such dispute, diligently proceed with the per- 
formance of this contract. 


ARTICLE XXIX.—CONTROLLING STATUTE 


This contract is entered into pursuant to the Defense Production Act of 1950, 
as amended (Public Law 774, 8list Congress; Public Laws 69 and 96, 82nd 
Congress). 


IN WITNESS WHEREOF, the parties hereto have set their hands and seals this 
19th day of October 1951. Executed in quadruplicate. 


Unitep States or AMERICA, 
By Jess LARSON, 
Administrator of General Services. 
ALUMINUM COMPANY OF AMERICA, 
By I. W. Witson, 
President. 
Attest: 
J. R. D. Huston, 
Secretary. 
[CORPORATE SEAL] 


AMENDMENT No. 1 To Contract No. GS—OOP(D)-12096, BETWEEN THE UNITED 
STATES OF AMERICA AND ALUMINUM COMPANY OF AMERICA 


Contract No. GS—OOP(D)-12096, executed October 19, 1951, between the 
United States of America and Aluminum Company of America, is hereby amended 
as follows: 

1. Paragraph 6 of Article VIII of said contract is hereby deleted. 

2. The first sentence of paragraph 1 of Article XV of said contract is hereby 
amended by deleting the phrase ‘‘one (1) vear’’ in clause (c) of said sentence 
and inserting in place thereof the phrase ‘‘ninety (90) days’’. 

IN WITNESS WHEREOF the parties hereto have executed this Amendment in 
quadruplicate this 27th dav of February, 1953. 


Unitep STATES OF AMERICA, 
By Russet. ForsEs, 
Acting Administrator of General Services. 


ALUMINUM COMPANY OF AMERICA, 
By Leon E. Hickman, 
Vice President. 
Attest: 
ALFRED M. Hunt, 
[SEAL] Secretary. 
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AMENDMENT No. 2 to Contract No. GS—-OOP-(D)—12096 Between THE 
UNITED STATES OF AMERICA AND ALUMINUM COMPANY OF AMERICA 


THIS AMENDMENT made as of the Ist day of November, 1952, by and between 
the United States of America (hereinafter referred to as the ‘‘“Government’’), 
acting through the General Services Administration, and Aluminum Company 
of America (hereinafter referred to as the ‘‘Contractor’’), a corporation organized 
and existing under the laws of the Commonwealth of Pennsylvania: 

WITNESSETH: 

WHEREAS, on October 19, 1951, the parties hereto entered into a contract 
numbered GS—-OOP-(D)-—12096 (hereinafter referred to as the ‘‘econtract’’) 
providing for the production and sale by the Contractor of aluminum to be pro- 
duced from a new aluminum smelting plant (hereinafter referred to as the 
“Rockdale plant’’) to be constructed by Contractor near Sandow, Milam County, 
Texas; and 

WHEREAS, said contract contemplated the operation of the additional facilities 
with power from power generating facilities to be installed by the Contractor 
at said plant; and 

WHEREAS, it has been determined that the first electric generating unit of 
said generating facilities cannot be placed in commercial operation until ap- 
proximately November 30, 1953, and the second such electric generating unit 
until approximately January 31, 1954; and 

WHEREAs it is contemplated that through the use of purchased power the first 
pot line at the Rockdale plant can be placed in operation approximately November 
1, 1952, the second approximately December 1, 1952, and a portion of the third 
approximately May 15, 1953: 

Now, THEREFORE, in consideration of the foregoing and of the mutual covenants 
hereinafter contained, it is agreed as follows: 

ARTICLE 1. The Contractor agrees to operate the first, second and a portion of 
the third pot lines at the Rockdale plant by the use of purchased power as soon 
as possible after November 1,.1952, and to continue to operate each such pot line 
by purchased power, together with such power as may become available from the 
Contractor’s facilities, until the first two units of Contractor’s own generating 
facilities at said Rockdale plant are in operation or until January 31, 1954, which- 
ever first occurs. The aluminum produced through the operation of pot lines 
1, 2, and 3, as aforesaid, shall be primary aluminum pig as hereinafter provided in 
Article 4, and the amount thereof which does not exceed an aggregate of 55,000 
short tons shall be subject to the terms and conditions of this amendment. Such 
amount shall include the additional production which will result from the use of 
Contractor’s own generating facilities to the extent provided above. 

ARTICLE 2. The Contractor agrees to sell to the Government and the Govern- 
ment agrees to purchase from the Contractor all of the aluminum produced 
pursuant to Article I hereof. Such sale shall be considered to be a sale to the 
Government pursuant to Article IV of the contract, except that (a) the price to 
be paid for such aluminum shall be as provided in Article 5 of this amendment, 
and (b) with respect to any delays, interruptions or cessations occasioned by 
force majeure, Article XII of the contract shall apply, except that the time for 
performance by the Contractor of its obligations to produce and deliver aluminum 
through the use of purchased power shall not be extended thereby, but rather 
the amount of aluminum which would otherwise have been produced during the 
existence of any such force majeure condition shall be considered to be deducted 
from the total amount of aluminum required to be produced hereunder through 
the use of purchased power. 

ArticLe 3. The Contractor agrees that during the pees covered by this 
amendment it will not exercise any option to terminate the contract pursuant to 
Article XIII thereof. 

ArticLe 4. The aluminum to be produced and sold pursuant to this amend- 
ment shall be primary aluminum pig of a minimum grade of 99 percent aluminum, 
insofar as reasonably possible. In any event, such aluminum must be acceptable 
for use by domestic industry and must also be aluminum for which a price can 
be determined in accordance with the provisions of paragraph 1 of Article XI of 
the contract. Upon notice given as hereinafter provided, aluminum sold to the 
Government hereunder shall comply with the National Stockpile Material 
Specification P—62, latest revision as of the effective date of this amendment, 








746 ALUMINUM INDUSTRY 


provided that the quantities of aluminum required to meet such specification 
shall not exceed the following percentages of production for the periods indicated: 


Percentage required to meet stockpile specification 


FIRST AND SECOND POTLINE 
Period of production: 


Ast S068 o.. oS 2 ee PR he a Oe ee ee 60% 
May 1953 wy hs a-Si es Sle ng 70% 
June 1953 Cniieiwcgewaw. ee Olea seeee see 80% 
saly: 1962 and theveniter.§. 2.3 eescd a6 oss al ie SL oe bs? 9O9 
PORTION OF THIRD POTLINE 
4th Calendar month * of production___________- 26cc4nck pee 70% 
5th Calendar month * of production. - ~~... ........---.--...----- 80% 
6th Calendar month * of production and thereafter_______.______- 90% 


*Considering Calendar month in which production begins as the first month of production. 


On or before May 1, 1953, the Government shall notify the Contractor in writing 
of the amount of the production of April, May, and June, 1953 which will be re- 
quired to meet the Stockpile Specification. With respect to each subsequent 
three-months period, the Government shall notify the Contractor in writing at 
least thirty (30) days prior thereto of the amount of the production of such 
period which shall be required to meet the Stockpile Specification. Unless any 
such notice contains directions to the contrary, the Contractor is hereby author- 
ized to resell the remainder of the production of each such period as provided in 
article 6 of this amendment. Contractor shall, upon request, advise the Govern- 
ment of the quantitites of aluminum which it estimates will be produced pursuant 
to this amendment during any such period. 

ARTICLE 5. The price which the Government will pay Contractor for the alumi- 
num produced during the interim period shall consist of the total of the following: 

(a) The price specified in Paragraph 1 of Article XI of the contract, or 21%¢ 
per pound, whichever is lower. The contractor represents that the cost of produc- 
tion of aluminum at the Rockdale plant at the present time is approximately 22¢ 
per pound, exclusive of (1) any power costs in excess of four (4) mills per A. C. H. T. 
kilowatt hour, and (2) any cost of, or charge with respect to, the capacitors men- 
tioned in subparagraph (c) of this Article 5. 

(b) The cost of electric power purchased by Contractor pursuant to contract 
dated November 1, 1952, between Contractor and Texas Power and Light Com- 
pany, a copy of which is attached hereto and made a part hereof as Exhibit ‘‘A’’, to 
the extent that such cost is in excess of four (4) mills per A. C. H. T. kilowatt hour, 
but not in excess of eight (8) mills per A. C. H. T. kilowatt hour. The Contractor 
will pay all such power charges and the Government will reimburse the Contractor 
for that portion of such charges which it has agreed to pay pursuant to this sub- 
paragraph. For the purpose of computing the total cost of such purchased power 
a calendar monthly average will be used except in the months of June, July, 
August and September 1953, when such costs shall be averaged for the said four- 
month period. In order to minimize the purchase of power at excess cost, Con- 
tractor agrees to use its own power generating facilities to the greatest extent pos- 
sible as soon as they can be installed and operated. 

(c) The sum of $20,000, 1/15th of such sum being payable each month, begin- 
ning November 1952, and ending January 1954. This amount of $20,000 is 
reimbursement to the Contractor for the use of additional capacitors (estimated 
to cost, including installation, $250,000) required on the transmission line of its 
wholly owned subsidiary, Carolina Aluminum Company, to transmit effectively 
the high cost power to be purchased by the Contractor to carry out this contract. 
However, after Texas Power and Light Company has completed its delivery of 
power under Exhibit A, and if the Contractor thereafter uses, leases, sells or 
otherwise disposes of the aforementioned additional capacitors prior to November 
1, 1954, it shall refund to the Government an amount computed at the rate of 
$27.78 per day for each day of using or for each day between the date it leases, 
sells or otherwise disposes of said capacitors and November 1, 1954, adjusted 
appropriately for partial disposition. Contractor agrees to use its best efforts 
to the end that said capacitors will be so used or disposed of as soon as practicable 
after such delivery of power has been completed. 
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ARTICLE 6. With respect to all or any part of the aluminum sold by the Con- 
tractor to the Government hereunder the Contractor agrees that upon the written 
request or authorization of the Government the Contractor will, without any 
cost to the Government, act as the Government’s agent for the resale of said 
aluminum for further fabrication or other use in the United States of America, 
and that the Contractor will invoice the buyer thereof as such agent. The price 
at which such aluminum is to be so resold shall be the price specified in Paragraph 1 
of Article XI of the contract. Such resale shall be made in accordance with allo- 
cations, if any, made by the National Production Authority or other authorized 
Government agency, and may include resales to the Contractor. The resale 
documents which the Contractor executes as such agent shall be signed as follows: 
Aluminum Company of America, As Agent for the United States of America 
acting through the General Services Administration. 

ArticLE 7. The Contractor shall be paid for all aluminum sold to the Govern- 
ment hereunder (after such aluminum has been delivered and accepted) upon the 
submission of properly certified invoices or vouchers showing separately the 
various components of the purchase price herein provided in Article 5. Upon 
any such invoice or voucher, the Contractor shall show as a credit and a deduction 
from the amount of said invoice or voucher the resale price paid to the Contractor 
and then due and owing to the Government for any aluminum resold by the 
Contractor as agent for the Government under the provisions of Article 6 above. 
Such invoices or vouchers shall be submitted monthly and shall be accompanied 
by receipted bills or photostatic copies thereof evidencing the charges for power 
used to produce the aluminum covered by the invoice or voucher and the payment 
of such charges by the Contractor, and by such other information, records, or 
reports as the Government may reasonably require. All such invoices or vouchers 
and supporting evidence shall be addressed to: 

General Services Administration 

Defense Accounts Division 

Examination Branch 
7th and D streets SW. 
Washington 25, D. C. 


ArtIcLE 8. The Contractor shall keep good and adequate records in accordance 
with sound accounting practice showing on a monthly basis the following: 

(a) The quantities of primary aluminum pig produced pursuant to this 
amendment. 

(b) The charges for power necessary to produce such aluminum. 

(ec) The quantities of such aluminum resold by the Contractor as agent 
for the Government and the resale price or prices. 

(d) Such other records as the Government may reasonably require. All 
such records shall be available for inspection and audit by the Government at 
all reasonable times during the period of this amendment and for three (3) 
years thereafter. 

ARTICLE 9. Subject to such allocations or priorities in delivery as may be 
required pursuant to law and subject to any existing contractual commitments 
of the Government, the quantities of aluminum sold to the Government hereunder 
which are required to meet the Stockpile Specification and which are transferred 
to the National Stockpile shall be considered to be a part of the stockpile aluminum 
required from the overall operations of the Contractor and shall be so credited 
on the records. 

This amendment is entered into pursuant to the Defense Production Act of 
1950, as amended (Public Law 774, 81st Congress; Public Laws 69, 96, and 429, 
82nd Congress). 

IN WITNESS WHEREOF, the parties hereto have executed this amendment in 
quadruplicate this 20th day of April, 1953, effective as of November 1, 1952. 


UniTrep StTaTEs OF AMERICA, 
, By A. J. WaAuss, 
Commissioner, Emergency Procurement Service, General Services Administration. 
ALUMINUM COMPANY OF AMERICA, 
By F. L. Maaes, Vice President. 


Attest: 
[SEAL] ALFRED M. Hunt, 
Secretary. 
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ExuiBit A 


Texas Power & Licut Company, 
Dallas, Texas, November 1, 1952. 
ALUMINUM CoMPANY OF AMERICA, 
Rockdale, Texas. 


GENTLEMEN: We have prepared our forecast of load and capacity for 1953, 
giving consideration to our peak load of 1952, and we have received certain 
information from systems with which we are interconnected or can interconnect. 
Based upon this data and information we contemplate that we can supply your 
initial potline, all construction load for the project, water pumping and mine 
loads and additional potline load at your Rockdale works, aggregating approxi- 
mately 100,000 kw. This supply to you shall be subject to availability from the 
reserve capacities of our system and the systems in Texas, Oklahoma, and 
Louisiana with whom we interconnect, and to the securing of exemption order 
from the Federal Power Commission. The period of this supply to your potlines 
shall be for fifteen months duration beginning November 1, 1952. Any difference 
from this period shall be subject to further agreement. 

Until your first electric generating unit near Rockdale, Texas, is ready for 
commercial operation at a load of at least 45,000 kw, the power and energy for 
the initial potline up to 45,000 kw, including losses from the point of delivery at 
your Rockdale works to the 13.8 kilovolt bus of your substation, shall be supplied 
at a demand charge of $1.15 per kilowatt per month, based upon the maximum 
one-half hour registered demand computed to have been applicable at the point 
of delivery during any billing period (but computed on a weekly basis until the 
end of the sixth month after the initial operation of said potline, and the demand 
charge for any such week to be no less than the maximum demand charge estab- 
lished in any preceding week) plus an energy charge of 3 mills per kilowatt-hour. 

The Monthly charge for power and energy for additional potline operations 
and for the construction, water pumping and mining operations shall be according 
to our schedule LP-3000. A copy of our schedule LP-3000 is attached. After 
vour first generating unit is in commercial operation and monthly minimum 
charge set forth in LP-3000 shall be inapplicable. The right to increase rates to 
reflect an increase in commodity price or new or increased taxes as detailed in 
schedule LP-3000 shall not be invoked unless generally invoked by us with 
respect to al! consumers subject to such increase. 

The above charges shall be adjusted to cover: 

(a) The cost to us in excess of 4 mills per kilowatthour at the points of 
delivery to us for power and energy purchased by us from other utilities to 
enable us to meet your reauirements (the fuel adjustment clause of schedule 
LP-3000 shall not be applicable to such purchased energy), excluding pur- 
chases from Texas Electric Service Company and Lower Colorado River 
Authority, and 

(b) The installed cost, less net salvaged value, or in place system value (if 
continued in service) of capacitors to facilitate receiving power and energy 
through the so-called Overton tie (with Southwestern Gas & Electric Com- 
pany) to enable us to meet your requirements. It is not expected that these 
capacitors will be required but they may be necessary to maintain the neces- 
sary minimum voltage on that part of our system which must be blocked off 
to facilitate the delivery of power and energy under this agreement. The 
installed cost of the capacitors will not exceed $80,000 without your further 
approval. 

We estimate that such purchased energy subject to paragraph (a) above may 
aggregate 215,000,000 kilowatt-hours during the life of this Agreement, and 
it is agreed that if such purchases should exceed 300,000,000 kilowatt-hours that 
such additional purchases will be discussed with you and be subject to your 
approval. 

The purchased energy subject to paragraph (a) above will be obtained from three 
primary sources, Dallas Power & Fight Company, Southwestern Gas & Electric 
Company, and Oklahoma sources through the Denison tie. In addition, some 
energy may possibly be purchased from other sources if availability or lower 
costs make it advisable. We agree to use due diligence to obtain this power at 
the lowest possible cost. 
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Any agreements to be made by us that will involve charges to you through 
application of paragraphs (a) and (b) above, will be discussed with you, and will be 
subject to your approval. 

Very truly yours, 
Texas Power & Licut Company, 
By /s/ Lee E. Cook, Vice President. 
ALUMINUM COMPANY OF AMERICA. 
By ls/ J. D. Harper. 
Encl. 
Accepted: January 31, 1953. 


Texas Power & LicgHtT CompaNy TRANSMISSION LINE SERVICE (GENERAL) 
ScHEDULE LP-3000 


‘ 


Revised March 1, 1951 
Code 333 
APPLICATION 


Applicable to any customer for all electric service supplied at one point of deliv- 
ery and measured through one meter. 

Not applicable to resale or breakdown service in any event, nor to temporary, 
standby, or supplementary service except in conjunction with applicable rider. 


NET MONTHLY RATE 


$3,925.00 first 3000 kw, or less, of Demand 
1.25 per kw all additional kw of Demand, and 
.75¢ per kwh first 50,000 kwh 
.45¢ per kwh all additional kwh 
Minimum: $1.65 for each kw of the highest Demand established during the 
12 months ending with the current month. 

Plus 0.1 mill per kwh of energy taken for each full one-half cent by which the 
average cost per million British thermal units of all fuel delivered at the 
points of firing at Company’s thermal power plants during the three months’ 
period ending one month previous to the month under consideration was 
above five cents. 

Minus or plus one-half of one per cent of the amount computed at the above 
stated rate for each whole point in the ‘‘All Commodities’’ index below 
100 or above 175, respectively. For this purpose there shall be employed 
the average of the twelve most recently published monthly values for the 
“All Commodities’”’ index taken from ‘‘Wholesale Prices’’ compiled by the 
United States Department of Labor (adjusted to a 1926 base if any other 
date should be employed for the base by the United States Department of 
Labor). A new determination of such twelve-month average shall be made 
at the beginning of each calendar quarter, and the figure so found shall 
apply for billing for the whole of such quarter. Failure at any time and 
from time to time to apply this provision in the event of variation in such 
“All Commodities’ index shall not constitute waiver of rights to apply 
subsequently such provision above said index of 175. 

Plus the proportionate part of any new tax, or increased rate of tax, or 
governmental imposition or charge (except state, county, city, and special 

, district and valorem taxes and any taxes on net income) levied or assessed 

} against the Company or upon its electric business, or imposed upon the 

Company under its fuel purchase contracts, as the result of any new or 

amended laws or ordinances after January 1, 1951. 





DETERMINATION OF DEMAND 


The average kw supplied during the three 15-minute periods of maximum use 
: during the current month, as determined by Company’s demand meter, but not 
less than 3,000 kw. 
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TYPE OF SERVICE 


Service will be delivered and metered at 60,000 volts or higher except that 
Company may elect to meter at less than the delivery voltage, in which event an 
adjustment will be made to cover transformer losses by increasing the demand 
and energy registrations, for billing purposes, by a calculated percentage to be 
stipulated in the Agreement for Electric Service of which this Schedule constitutes 
a part. 

PAYMENT 


Bills are due when rendered, and become past due if not paid within ten days 
thereafter. Service to customers having past due bills may be discontinued as 
provided in Company’s Service Regulations and an additional charge of not less 
than $5.00 will be made before service is restored. 


CONTRACT PERIOD 
As provided for in the agreement for service. 
NOTICE 


This established schedule is subject to any change authorized by law, and to 
the provisions of Company’s Service Regulations. 











(2) Kaiser ALUMINUM & CHEMICAL Corp. 


GS-OOP (D)—12143 


Contract 


BETWEEN 


UNITED STATES OF AMERICA 


AND 


KAISER ALUMINUM & CHEMICAL CORPORATION 


EXECUTED DECEMBER /7 , 1951 
AS OF NOVEMBER 6, 1951 
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CONTRACT 


THIS CONTRACT, entered into as of the 6th day of Novem- 
ber, 1951, by the UNITED STATES OF AMERICA, herein called the 
Government, acting through the Administrator of General Serv- 
ices, herein called the Administrator, and KAISER ALUMINUM & 
CHEMICAL CORPORATION, a corporation existing under the laws of 
the State of Delaware, herein called Contractor, 


WITNESSBETH: 


ARTICLE I. 


SALE AND PURCHASE OF ALUMINUM. 


Subject to the terms and conditions hereof, Contractor agrees 
to produce and to sell Five Hundred Thousand (500,000) short 
tons of 2,000 pounds each, of primary aluminum pig, said primary 
aluminum to be of minimum grade of ninety-nine per cent (99% ) 
aluminum, which primary aluminum is herein called the “addi- 
tional production”. Contractor will produce such aluminum from 
facilities which Contractor agrees hereafter to construct, herein 
called the “additional facilities”. Such production and sale shall 
commence upon the date of completion of the additional facilities 
(as defined hereinafter) and shall continue thereafter at a rate 
of approximately One Hundred Thousand (100,000) short tons 
per year, except that for the first six months of operation after 
the date of completion of the additional facilities, production 
may be at such lesser rate as may be necessarily inherent in newly 
constructed facilities. Such production and sale shall continue 
until Five Hundred Thousand (500,000) short tons of aluminum 
have been so produced from the additional facilities after the 
date of completion of construction (as defined hereinafter) and 
shall be completed within a period of six years after such date 
of completion, but in no event later than June 30, 1959, unless 
extended as hereinafter provided in ARTICLE XII. The date of 
completion of construction of the additional facilities shall be 
the first day upon which ninety per cent (90% ) of the electrolytic 
cells, which are to be constructed as a part of the additional 
facilities, are tapped. Upon the occurrence of such event, Con- 
tractor shall forthwith issue a certificate to the Government 
certifying such date to be the date of said completion. 
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ARTICLE Il. 
CONSTRUCTION OF ADDITIONAL FACILITIES. 


Contractor shall proceed without delay to construct and ac- 
quire the additional facilities for the production of said aluminum. 
The “additional facilities” shall consist of: 


(a) “Additional aluminum reduction facilities,” consisting 
of: 


four (4) additional pot lines having an aggregate capacity 
of approximately one hundred thousand (100,000) short 
tons of aluminum per year and a power plant with a 
capacity of approximately two hundred twenty-five thou- 
sand (225,000) kilowatts to be generated from natural gas, 
together with the necessary auxiliary facilities, all to be 
located adjacent to Contractor’s New Orleans (Chalmette), 
Louisiana, Plant now under construction ; 


(b) “Additional alumina facilities,” consisting of: 
expansion of Contractor’s Baton Rouge, Louisiana, Plant 
to the extent required to produce approximately an addi- 
tional two hundred thousand (200,000) short tons of 
alumina per year; and 


(c) “Additional bauxite facilities,” consisting of: 
expansion of Contractor’s bauxite facilities and properties 
located in Jamaica, British West Indies, to the extent re- 
quired to produce approximately an additional four hun- 
dred seventy-five thousand (475,000) short tons of bauxite 
per year. 


As used in this Contract, the terms “additional facilities’, 
“additional aluminum reduction facilities”, “additional alumina 
facilities” and “additional bauxite facilities” shall have the mean- 
ing set forth in this ARTICLE II. 
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ARTICLE III. 


DISPOSITION OF PRODUCTION FROM ADDITIONAL 
ALUMINUM REDUCTION FACILITIES. 


Commencing with the date of completion of the additional 
facilities, and continuing until the termination or completion of 
this Contract, and subject to priority delivery as may be required 
pursuant to law, the aluminum produced at the additional facilities 
shall be disposed of as follows: 


(a) (1) The Government may require Contractor to sell 
to it, at the price provided in ARTICLE XI hereof, all or any 
of the additional production for each consecutive six-month 
period during the continuance of this Contract, the first such 
period commencing with the date of completion of the addi- 
tional facilities. . 


(2) Contractor shall, ninety (90) days before the date it | 
estimates the additional facilities will be completed, advise the 
Government of the estimated date of completion, the estimated 
duration of the initial period after completion and the amount 
of aluminum Contractor estimates it will produce from the 
additional facilities during the initial period after completion. 
The initial period shall run from the date of completion of the 
additional facilities to the termination date of the then current | 
six-month period effective pursuant to subparagraphs (a) and | 
(b) of ARTICLE III of the contract between the parties executed | 
February 2, 1951, as of December 19, 1950, provided that if 
such termination date is less than ninety (90) days after the 
date of completion of the additional facilities, the initial period 
shall extend to the termination date of the following six-month 
period specified in subparagraphs (a) and (b) of ARTICLE III 
of said contract executed February 2, 1951, as of December 19, 
1950. It is recognized that, after the additional facilities are 
completed within the meaning of this Contract, additional time 
thereafter will be required to bring the aluminum reduction 
pots to full capacity, and that production for the initial period 
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after completion of the additional aluminum reduction facili- 
ties may be less than the production in subsequent six-month 
periods. Within thirty (30) days after receipt of such notice, 
the Government shall notify Contractor in writing of the 
amount of aluminum it elects to purchase during the initial 
period commencing with the date of completion of the addi- 
tional facilities. The notice shall be a firm order for the pur- 
chase of the quantity stated, and deliveries to the Government 
shall commence as soon as practicable after the date of comple- 
tion of the additional facilities. Notwithstanding such esti- 
mate, Contractor shall not be obligated to deliver to the Gov- 
ernment aluminum in excess of the amount produced at the 
additional facilities during said period. 


(3) Thereafter, at least ninety (90) days prior to the be- 
ginning of each subsequent six-month period during the con- 
tinuance of this Contract and before completion thereof, the 
Government shall give notice in writing to Contractor of the 
amount of aluminum it elects to purchase from the production 
of the additional facilities for such period. Each such notice, 
when given, shall be a firm order for the purchase of the 
quantity stated. If no notice is given within the time provided 
in the preceding sentence, Contractor shall be under no obliga- 
tion to deliver aluminum to the Government pursuant to this 
ARTICLE III during the following six-month period. 


(4) The Government shall in each such notice specify the 
amount of aluminum it desires to have comply with the latest 
revision of the National Stock Pile Material Purchase Specifi- 
cation P-62 in effect on the effective date of this Contract. 
Thereafter, Contractor shall deliver such quantities in accord- 
ance with such specification, provided, that the Government 
may not order more than sixteen thousand six hundred sixty- 
seven (16,667) short tons of aluminum meeting the Stock 
Pile Specification in any six-month period, or proportionate 
amounts in longer or shorter periods. 


(5) It is the intent of the parties that the Administrator 
will exercise the Government’s right to purchase aluminum 
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under this ArTicLeE III(a) so as to purchase approximately 
equal percentages of the additional production produced by 
Contractor, by Aluminum Company of America and by Rey- 
nolds Metals Company, respectively, under the Government’s 
entire program of expanded aluminum production, and the 
Administrator agrees that, insofar as practicable, the Govern- 
ment will not purchase from Contractor under this ARTICLE 
III(a) quantities which are proportionately larger, in relation 
to Contractor’s portion of the entire program of expanded 
aluminum production, than the quantities being purchased 
from such other companies; provided, that in the absence of 
Government price controls the Government shall not be obli- 
gated to undergo any price disadvantage by reason of the pro- 
visions of this subparagraph. 


(6) Deliveries under all orders pursuant to this sub- 
paragraph (a) shall be made in approximately equal monthly 
quantities, unless a different delivery schedule is specified in 
the Government's notice; provided, however, that the Govern- 
ment shall not specify for delivery in any one month a quantity 
greater than one month’s productive capacity of the additional 
facilities. 

(b) (1) For the initial period and each consecutive six- 
month period thereafter referred to in subparagraph (a) 
above, Contractor shall offer pig, ingot or billets for sale to 
non-integrated users, at the price provided in ARTICLE XI 
hereof, in the aggregate quantity, if any, by which the amount 
ordered by the Government for such period, in accordance 
with subparagraph (a), is less than two-thirds of the reason- 
ably estimated additional production for such period. As 
used in this Contract, the term “non-integrated user’ shall 
mean any manufacturer, fabricator, finisher or producer in the 
United States who is not a producer of primary aluminum or 
an affiliate or subsidiary of such a producer, and who is pur- 
chasing such aluminum for his own manufacturing, fabricat- 
ing, finishing or producing operations. Said offer shall be made 
for a period of at least thirty (30) days and shall be made by 
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publishing a notice in “The American Metal Market” or by such 
other method as Contractor and the Administrator may mutu- 
ally agree upon. Such notice shall advise that said aluminum is 
for sale and that such non-integrated users may submit orders 
for the purchase thereof during a period of thirty (30) days 
from the date of first publication of the notice. Such notice 
shall be published in each edition for two weeks, commencing 
at least thirty (30) days prior to the beginning of the initial 
period and at least sixty (60) days prior to the beginning of 
each subsequent period. 

All orders shall be subject to Contractor’s acceptance, to 
Contractor’s approval of the credit of the purchaser and to 
Contractor’s standard terms and conditions of sale then in 
effect. Subject to the provisions of the foregoing sentence, 
Contractor shall accept on a first-come first-served basis suffi. 
cient orders from non-integrated users to equal the quantity 
thus offered for sale, as above provided, but thereafter shall 
have no obligation to accept any further orders from non- 
integrated users for the period. Nothing herein shall prohibit 
Contractor from reducing the quantity of any order which it 
considers disproportionately large in relation to the other 
orders it has received from other non-integrated users for such 
period. If, pursuant to the terms of this ARTICLE, the amount 
of aluminum which Contractor is obligated to offer for sale to 
such non-integrated users is zero, then Contractor need not 
publish the notice or make the offer to non-integrated users 
referred to above. 

It is understood and agreed that (a) the Government may 
enforce this provision in its own name, by first seeking specific 
performance, and in the event the court decides that no 
equitable remedy lies, then the Government may sue for 
damages, and in that event the measure of damages shall be 
the damages to non-integrated users affected but not including 
consequential damages, and (b) only the Government may en- 
force this provision, and no third party shall have any right - 
whatever to enforce this provision, either in its own right or by 
derivative right from the Government. 








7 


8 ALUMINUM INDUSTRY 


(2) It is recognized that Contractor has made and intends 


in the future to make contracts with such of its customers who 
are non-integrated users for the delivery of aluminum pig, 
ingots and billets which may be produced from the addi- 
tional facilities. The maximum quantity of aluminum which 
Contractor may be obligated to deliver pursuant to such 
commitments for any applicable period may be deducted 
from the quantity which Contractor is obligated to make 
available to other non-integrated users for such period under 
this subparagraph (b), provided that Contractor may not 
so deduct any quantities to be delivered pursuant to any 
contract which requires Contractor to deliver in excess of Five 
Hundred Thousand (500,000) pounds of aluminum per month 
to the purchaser unless such contract shall have been approved 
by the Administrator. The Administrator shall be deemed to 
have approved any such contract unless he disapproves the 
same and so notifies Contractor in writing within fifteen (15) 
days after written notice has been received by him of the terms 
of such contract. Any quantity so deducted by Contractor and 
not actually delivered pursuant to such contracts, and not de- 
livered to other non-integrated users during such period, 
shall be added to the quantity which Contractor is obligated 
to offer to non-integrated users during the subsequent period. 


(3) If, after receiving the notice from the Government of 
the amount of aluminum it elects to purchase as provided in 
subparagraph (a) hereof, Contractor finds that the quantity 
ordered by the Government for any such period is such 
that it may be impossible for Contractor to fulfill its prior 
commitments to such other customers as are non-integrated 
users, Contractor may advise the Administrator of such fact. 
The Administrator shall thereupon review the quantity ordered 
by the Government and if under all of the circumstances the 
Administrator considers it advisable, he may reduce the quan- 
tity ordered by the Government. 


(c) Any quantity of additional production from the addi- 
tional facilities not disposed of in accordance with this ARTICLE 





ALUMINUM INDUSTRY 759 


III, and not otherwise sold or utilized by Contractor, may 
be tendered to the Government, in the form of pig only: 


(1) during the period commencing with the date of 
completion of the additional facilities and terminating on 
the termination date of the then current twelve (12) month 
period effective pursuant to subparagraph (c) of ARTICLE 

y III of the contract between the parties, executed February 
2, 1951, as of December 19, 1950, provided that if such 
termination date is less than ninety (90) days after the 
date of completion of the additional facilities, such period 
shall extend to the termination date of the following 
twelve (12) month period, effective pursuant to subpara- 
graph (c) of ArtTicLB III of said contract executed Feb- 
ruary 2, 1951, as of December 19, 1950, and 


(2) during each subsequent consecutive twelve (12) 
month period. 


Such tender, or tenders, shall be made during the first ten 
(10) days of any calendar month during any such period and 
during the first ten (10) days following the expiration of 
such period and all of such tenders shall be considered to be 
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i applicable to such period. The Government shall purchase the 
. amount so tendered at the price specified in ArTicLe XI. 
vf The Government shall not be required to buy under this sub- 
n i paragraph (c) for any period specified in this subparagraph 
y | (c) more than the actual output of the additional aluminum 
bh reduction facilities during such period, less the quantity of 
or such additional production disposed of in accordance with this 
od ArTICLB III and otherwise sold or utilized by Contractor. 
ct. (d) In no event, except as provided ‘in ArticLy VII and 
ed ARTICLE IX, shall the Government be obligated to order or 
he to purchase, or Contractor be obligated to accept orders from 
- either the Government or non-integrated users for, an amount 

of aluminum which, added to the prior production and sale 
di- or utilization by Contractor of aluminum from the additional 
SLE facilities after the date of completion of such facilities, exceeds 


Five Hundred Thousand (500,000) short tons. 
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ARTICLE IV. 


SALE OF PRODUCTION BEFORE COMPLETION 
OF ADDITIONAL FACILITIES. 


The Government may require the sale to it of all or any part 
of the aluminum produced from the additional facilities from the 
date of the beginning of commercial production and prior to the 
date of completion of the facilities. Such sale shall be at the 
price provided in ArTICLE XI hereof. When Contractor is 
reasonably able to do so, and between ninety (90) days and sixty 
(60) days before the date Contractor estimates commercial pro- 
duction will begin, it shall advise the Government of the time 
when it estimates that aluminum will first be commercially pro- 
duced at the additional facilities and of the quantity which it 
estimates will be produced from such time until the date of com- 
pletion of the facilities. Between sixty (60) days and thirty 
(30) days prior to the estimated date when aluminum will first 
be commercially produced, the Government shall notify Con. 
tractor in writing of the amount of such metal it desires to 
purchase, which notice shall be a firm order by the Government 
to purchase the quantity of aluminum specified therein at the 
price and upon the terms and conditions herein set forth for 
the sale of aluminum to the Government after completion of 
the additional facilities, except that during such period Con- 
tractor shall not be required to deliver any aluminum of stock- 
pile specifications beyond Contractor’s reasonable ability to do 
so during said period, or any aluminum in an amount exceeding 
the production of the additional facilities. Contractor shall offer 
in pig or ingot form for sale to non-integrated users, at the price 
provided in ARTICLE XI hereof, the quantity, if any, by which 
the amount ordered by the Government for said period is less 
than two-thirds of the estimated production from the additional 
facilities for such period, subject to the terms and conditions 
of ArticLB III(b). Any quantity of aluminum produced during 
this period shall not reduce the quantities otherwise specified 
in this Contract, and specifically shall not be included as a por- 
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tion of the Five Hundred Thousand (500,000) tons specified in 
ARTICLE [, 


ARTICLE V. 
PAYMENT FOR ALUMINUM DELIVERED TO THE GOVERNMENT. 


Contractor shall be paid by the Government for all aluminum 
delivered and accepted upon the submission of properly certified 
invoices or vouchers. Such invoices or vouchers may be sub- 
mitted to the Government upon each delivery of aluminum. 


ARTICLE VI. 
RELATIONSHIP OF ADDITIONAL TO EXISTING FACILITIES. 


(a) It is the intention of this Contract that the Government, 
by agreeing to purchase aluminum from the additional facilities 
as herein provided, guarantees the disposition of the entire output 
of the additional facilities to the extent of the Five Hundred Thou- 
sand (500,000) ton quantity specified in ARTICLE I, subject to its 
right of termination as provided in ArTICcLE XIII and Contrac- 
tor’s rights of termination as provided in ARTICLE XI (b) and 
ArTICLE XIII. In this connection, it is recognized that Con- 
tractor now has other aluminum reduction facilities (including 
those presently under construction pursuant to that contract 
executed by the Government and Contractor on February 2, 1951, 
as of December 19, 1950), and may in the future acquire further 
aluminum reduction facilities other than those to be constructed 
under this Contract. It is understood that, except as to orders 
from the Government expressly placed pursuant to this Contract 
for aluminum to be produced at the additional facilities to be 
constructed under this Contract, Contractor may first dispose 
of the production from such other facilities or utilize for its own 
purposes the production of such other facilities, before disposing 
of or utilizing aluminum from the additional facilities, and that, 
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in accordance with ArtTIcLE III(c), the Government will pur- 
chase from Contractor all of the production of the additional 
facilities not otherwise disposed of or utilized by Contractor. 
The Government does not, by this Contract, guarantee or agree 
to purchase production from other facilities. 


(b) Without affecting the rights and duties of the parties as 
set forth in the preceding subparagraph, deliveries to the Govern- 
ment under this Contract may, at Contractor’s option, be made 
by substituting aluminum produced from other facilities for 
aluminum actually produced at the additional facilities. In such 
event, any necessary invoice adjustments shall be made so that 
the cost to the Government shall not be increased thereby. 


(c) In the event that it becomes an economic burden for Con- 
tractor to continue to operate some or all of the additional facili- 
ties, as well as its existing facilities, Contractor may petition the 
Administrator, setting forth all of the facts and asking for the 
privilege of closing down all or any portion of the additional 
facilities that it considers uneconomic and of delivering from 
other facilities the aluminum to be delivered to the Government 
or the non-integrated users hereunder. Upon receipt of such 
petition, the Administrator shall give careful and due considera- 
tion to such request and grant such relief, if any, as he considers 
equitable to Contractor, on such terms and conditions as he may 
determine, including, but not by way of limitation, a provision 
(1) that Contractor continue to make aluminum available to 
non-integrated users in the quantities and under the terms and 
conditions set forth in ARTICLE III(b), and (2) if the Administra- 
tor deems it appropriate, that Contractor shall not be subject to 
the provisions for purchase by the Government of all or part of 
the additional facilities under ARTICLE XV while and so long 
as Contractor operates (or closes down) the additional facility 
or facilities to the extent and during the period specified by the 
Administrator in his grant of relief, 
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ARTICLE VII. 


SALE OF ALUMINUM TO NON-INTEGRATED USERS FOR 
FIFTEEN YEARS. 


As an inducement to the Government to enter into this Con- 
tract, and as part of the consideration of this Contract, Contractor 
agrees that for a period of fifteen (15) years from and after the 
date of completion of performance specified in ARTICLE I or from 
and after the effective date of termination by Contractor pursuant 
to ARTICLE XI(b) hereof, or until any loan guaranteed by the 
Government pursuant to ARTICLE X is fully repaid, whichever 
shall be the longer, (but not beyond the effective date of the exer- 
cise by the Government of its option to purchase the additional 
aluminum reduction facilities pursuant to ARTICLE XV hereof), 
Contractor will each year make available for sale to non-integrated 
users, under credit conditions as to each purchaser satisfactory to 
Contractor, at Contractor’s lowest published market price for the 
grade of aluminum involved as of date of delivery, and on Con- 
tractor’s current standard terms and conditions of sale at time of 
purchase, a quantity of aluminum equal to twenty-five (25) per 
cent of the annual capacity of the additional facilities, provided, 
however, that the obligation to make sales under this paragraph is 
limited to those purchasers who, at least ninety (90) days in 
advance of Contractor’s production year, make firm purchase 
commitments with Contractor for specified quantities for such 
production year. Said aluminum will be offered on a first-come, 
first-served basis, except that in the event Contractor for any 
year receives orders in excess of such twenty-five (25) per cent, 
nothing herein shall prohibit the Contractor from reducing the 
quantity of any order which it considers disproportionately 
large in relation to the other orders it has received from other 
customers for such year under this ARTICLE. Nothing contained in 
this ARTICLE shall require Contractor to operate the additional 
facilities, but Contractor shall be obligated to make available 
a quantity equal to twenty-five (25) per cent of the capacity of 
such additional facilities whether or not said facilities are actu- 
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ally operated. It is understood and agreed that (1) the Govern- 
ment may enforce this provision in its own name, by first seeking 
specific performance, and in the event the court decides that no 
equitable remedy lies, then the Government may sue for damages, 
and in that event the measure of damages shall be the damages 
to non-integrated users affected but not including consequential 
damages, and (2) only the Government may enforce this pro- 
vision, and no third party shall have any right whatever to enforce 
this provision, either in its own right or by derivative right from 
the Government. 


ARTICLE VIII. 


TERMINATION. 


(a) If Contractor shall terminate this Contract pursuant to 
ARTICLE XI(b), the termination provisions of subparagraphs (b) 
through (d) of this ArTICLE VIII shall apply. 


(b) If Contractor, at any time after such termination and 
before the cost of all the groups of additional facilities to be 
constructed hereunder—to wit, the additional bauxite facilities, 
the additional alumina facilities, and the additional aluminum 
reduction facilities, respectively—has been completely amortized, 
depreciated, or otherwise deducted for Federal income tax pur- 
poses, notifies the Administrator that it intends to elect, with re- 
spect to any or all of said groups of facilities the cost of which 
has not been completely so amortized, depreciated or otherwise 
deducted, to avail itself of the provisions of Section 124A(g) of 
the Internal Revenue Code, as amended by Section 216 of the 
Revenue Act of 1950, and to receive a termination payment as 
defined in Section 124A(g)(1)(A) with respect to such group 
or groups of facilities: 


(1) Contractor shall give written notice to the Admin- 
istrator of its intention so to elect and thereupon there shall 
become due and payable from the Government to Contractor 
a termination payment equal to the adjusted basis, as com- 
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puted for amortization purposes for Federal income tax pur- 
poses, pursuant to the provisions of Section 124A(e) of the 
Internal Revenue Code, of such group or groups of facilities 
as of the beginning of the month in which such notice of inten- 
tion to elect is given by Contractor; provided, however, that 
no termination payment shall be made pursuant to this sub- 
paragraph unless such payment is certified as provided in 
Section 124A(g). The election by Contractor, referred to in 
this subparagraph, as to any of said groups of facilities need 
not be made simultaneously but may be made at any time as 
to any group until the cost of such group has been amortized 
to the extent of the adjusted basis thereof for amortization 
purposes as defined by Section 124A(e) of the Internal Rev- 
enue Code. It is the intent of the Administrator and Contractor 
that any termination payment which may be made pursuant 
to the provisions of this subparagraph will be compensation 
to Contractor for the unamortized cost of an emergency facility 
because a contract with the United States involving the use 
of the facility has been terminated by its terms or by cancella- 
tion as provided in Section 124A(g) of the Internal Revenue 
Code, as amended by Section 216 of the Revenue Act of 1950, 
and the Administrator agrees to recommend to the certifying 
authority specified in Section 124A(g) that such authority so 
certify. 


(2) If Contractor intends to elect to avail itself of the pro- 
visions of Section 124A(g) of the Internal Revenue Code in 
respect to any group or groups of such emergency facilities, 
and has given written notice of such intention to the Admin- 
istrator, but the certifying authority designated pursuant to 
the provisions of such section does not, in respect to any one 
or more of such groups of emergency facilities, certify by the 
end of Contractor’s fiscal year in which such notice of election 
is made, that the payment is a payment as compensation for the 
unamortized cost of an emergency facility made because a con- 
tract with the United States, involving the use of such facility, 
has been terminated by its terms or by cancellation, or if Sec- 
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tion 124A(g) shall have been repealed or modified in such a 
way as to prevent the issuance of a certificate to Contractor 
before any termination payment authorized under subpara- 
graph (b)(1) of this ARTICLE is requested or received, then 
there shall become due and payable from the Government 
to Contractor in respect to such group or groups of facilities the 
cost of which shall not have been completely amortized, depre- 
ciated or otherwise deducted, upon Contractor’s written re- 
quest therefor, a termination payment which shall become 
due and payable in portions as follows: In Contractor’s fiscal 
year in which Contractor so requests such termination pay- 
ment with respect to any such group of facilities, the Govern- 
ment shall pay to Contractor an amount equal to the amortiza- 
tion deduction allowable with respect to such group of facilities 
for Federal income tax purposes for the period commencing 
with the month in which the notice of election to receive a 
termination payment is given and ending with the close of such 
fiscal year, and said payment shall become due and payable as 
of the month in which such notice of election was given; and as 
of July 1 of each fiscal year of Contractor thereafter, the Gov- 
ernment shall pay to Contractor an amount equal to the 
amortization deduction allowable with respect to such group of 
facilities for Federal income tax purposes for such fiscal year 
reduced by an amount equal to the aggregate of the production 
charges computed under subparagraph (b) (3) of this ARTICLE 
VIII on the following basis: 


(A) for the first fiseal year subsequent to the year in 
which the request for payment is made, on each ton of 
aluminum produced between the first day of the month in 
which the notice of election is made and the first day of 
July next following; 


(B) for each subsequent fiscal year, on each ton of 
aluminum produced during the twelve (12) months im- 
mediately preceding the first day of July of such fiscal 
year. 


(3) If Contractor receives a termination payment or pay- 
ments with respect to one or more groups of facilities pur- 
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suant to subparagraphs (b)(1) or (b)(2) of this ARTICLE, 
Contractor shall pay to the Government a production charge 
as hereinafter specified on each ton of aluminum produced 
from the additional facilities after the receipt of each such 
payment and sold or utilized. Said production charge shall 
be paid by Contractor regardless of whether Contractor itself 
shall or shall not at any particular time or times, or from time 
to time, own or occupy said additional facilities, and regardless 
of whether, at any particular time or times, or from time to 
time, the operation of said additional facilities or the produc- 
tion of aluminum therefrom is effected by Contractor or by 
some entity other than Contractor; provided, however, that no 
production charge shall be payable if or after the Government 
purchases said facilities under the provisions of ARTICLE XV 
of this Contract. The production charge per ton with respect to 
each such group of facilities shall be seventy-five per cent 
(75% ) of an amount determined by dividing (a) the number 
of tons obtained by subtracting from Five Hundred Thousand 
(500,000) tons of aluminum the number of tons of aluminum 
actually produced from the additional facilities pursuant to this 
Contract from the date of completion of the additional facilities 
to the termination date, into (b) the adjusted basis, as of the 
termination date, as computed for amortization purposes for 
Federal income tax purposes pursuant to the provisions of 
Section 124A(e) of the Internal Revenue Code, of such group 
of facilities with respect to which the termination payment 
was received. Such production charge shall be made with 
respect to each group of facilities either until the expiration 
of fifteen (15) years from the receipt of such termination pay- 
ment or the first portion thereof in respect of such group of 
facilities (and in such event shall also be paid on all aluminum 
produced from the additional facilities but not yet sold or 
utilized at the expiration of such fifteen-year period), or until 
the total of such production charges paid equals the amount 
of the total termination payment in respect of such group of 
facilities, whichever first occurs. After the occurrence of 
either said event, Contractor shall be under no further obliga- 
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tion to pay such production charge in respect of such group 
of facilities. If a termination payment is made under the 
provisions of subparagraph (b) (2) of this ArTicLE VIII with 
respect to any group of facilities, the production charge with 
respect to such termination payment shall be computed for 
purposes of determining the amount of such termination pay- 
ment or any portion thereof, and no production charge reflected 
in such computation shall be otherwise payable. 


(4) Within ninety (90) days after the end of each month 
after the date of the receipt of any termination payment or 
the first portion thereof and until Contractor’s obligation to 
pay all production charges has expired, Contractor shall fur- 
nish to the Government a certified statement of the number of 
tons of aluminum produced from the additional facilities and 
sold or utilized during such monthly period and shall, with 
such certificate, pay to the Government the amonnt of produc- 
tion charges due for such period. 


(5) Contractor may, at its option, pay any production 
charge in advance, but shall in no event be required to pay 
any production charges except for aluminum actually produced 
from the additional facilities, and sold or utilized (including 
aluminum produced from the additional facilities but not yet 
sold or utilized at the expiration of such fifteen-year (15) 
period ). 


(6) If the rate of such production charges, as calculated 
above, shall become an undue economic burden to Contractor 
and Contractor shall so demonstrate to the satisfaction of the 
Administrator, then the Administrator shall grant such reduc- 
tion in such rate and such extension of the period during which 
such reduced rate shall be payable upon actual production, 
as he may deem appropriate. 





(7) In the event of termination of this Contract by Con- 
tractor as provided in subparagraph (b) of ARTICLE XI 
the sole right and remedy of Contractor, either at law or 
equity, shall be to receive a termination payment or pay- 
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ments, under the circumstances and subject to the terms 
and conditions set forth in this ARTICLE. 


(c) Except as provided in subparagraph (b)(2) of this 
ARTICLE, if Contractor, after termination, does not elect to avail 
itself of the provisions of Section 124A (g) of the Internal Revenue 
Code, but continues to take the sixty (60) month amortization 
deduction authorized by Section 124A of said Code with respect 
to all of the additional facilities until the expiration of the sixty 
(60) month period, then the Government shall not be obligated 
to make any termination payment to Contractor, provided that 
Contractor may, at its option, elect to avail itself of the pro- 
visions of such Section 124A(g) as to any of the additional 
facilities at any time after termination and prior to the expiration 
of such sixty (60) month period, and upon so doing, will be entitled 
to such termination payments as hereinbefore provided. 


(d) Nothing in this Contract is intended to limit or curtail 
Contractor’s statutory right to discontinue amortization deduc- 
tions under Section 124A of the said Code at any time, provided, 
however, that Contractor’s exercise of such right shall not increase 
the amount of the termination payment or payments otherwise 
payable to Contractor under this ARTICLE had Contractor not 
elected to exercise such right, nor extend the time within which 
Contractor may elect to take or may request any termination 
payment provided for in this ARTICLE. Whether Contractor is or 
is not taking, or has or has not taken amortization deductions 
under said Section 124A with respect to any of the additional 
facilities or any part thereof, the termination payment or pay- 
ments with respect thereto shall be computed as if Contractor had 
been taking such amortization deductions. In any event, the 
limit of the Government’s obligation to make any termination 
payment with respect to any group of facilities shall not exceed 
such percentage of the cost of such group of facilities as may be 
certified pursuant to Section 124A of the Internal Revenue Code, 
as amended, less an amount equal to one-sixtieth (1/60th) of such 
percentage of the cost of such group of facilities as may be certified 
pursuant to Section 124A of the Internal Revenue Code, as 
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amended, for each month following the month in which such 
group of facilities was completed, up to and including the month 
preceding the month as of which the termination payment or the 
first portion thereof becomes due and payable. 


ARTICLE IX. 


CONTRACTOR’S OBLIGATION TO SELL WHILE UNDER OBLIGATION 
TO MAKE PRODUCTION PAYMENTS. 


While Contractor’s obligation to make production charge pay- 
ments to the Government pursuant to ArTICLE VIII coatinues, 
Contractor agrees, to the extent that it actually produces alumi- 
num at such additional facilities, to make available aluminum pro- 
duced at such facilities for sale to the Government, in the manner 
and subject to the conditions provided in ARTICLE III(a), and to 
non-integrated users, in the manner and subject to the conditions 
provided in ARTICLE III(b), at Contractor’s lowest published mar- 
ket price at date of delivery, and on Contractor’s current standard 
terms and conditions of sale in effect at time of purchase, pro- 
vided that Contractor’s obligation to sell aluminum to the Govern- 
ment and to non-integrated users during any period pursuant to 


- this ArTICLE IX shall not exceed twenty-five per cent (25%) of 
the production of the additional facilities for such period. 


ARTICLE X. 
GOVERNMENT GUARANTER OF LOANS. 


The Government, acting through General Services Administra- 
tion as an authorized guaranteeing agency under Executive Order 
No. 10161, dated Séptember 9, 1950, Executive Order No. 10200, 
dated January 3, 1951, and Executive Order No. 10281, dated 
August 28, 1951, agrees to guarantee any loans obtained by Con- 
tractor to construct the additional facilities to the extent required 
by the lender concerned, and as determined by the guaranteeing 
agency after consideration of the recommendations of the appro- 
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priate Federal Reserve Bank, provided, that application for such 
guarantee is made prior to the date of completion of the additional 
facilities. If any such loan is guaranteed and remains unpaid, in 
whole or in part, at the time any termination payment or payments 
described in ARTICLE VIII above is or are due Contractor from the 
Government, the Government reserves the right, at its option, to 
require Contractor to apply any or all of such termination pay- 
ment or payments to the payment of all or any part of the prin- 
cipal installments of said guaranteed loan in the regular order of 
maturity. 


ARTICLE XI. 
SALES PRICE OF ALUMINUM ; CONTRACTOR’S RIGHT OF TERMINATION. 


(a) The price at which aluminum pig, ingot and billet shall be 
sold to non-integrated users in accordance with ARTICLE III (b) 
and ARTICLE IV shall be Contractor’s lowest published price for 
the grade of aluminum involved in effect at the time of delivery 
(including the terms and conditions applicable thereto). 

The price at which aluminum pig and ingot shall be sold to the 
Government in accordance with ARTICLE III(a) and (c) and 
ARTICLE IV shall be Contractor’s lowest published price for the 
grade involved (including the terms and conditions applicable 
thereto) in effect at the time of delivery, provided, however, that 
if at the time of delivery the current published market price of 
either Aluminum Company of America or Reynolds Metals Com- 
pany is lower than Contractor’s published price, the price to the 
Government shall be the lower of: (a) the weighted average (as 
defined below) of the lowest current market prices so published 
of the three present producers averaged during the ninety (90) 
days preceding the date of delivery; or (b) Contractor’s lowest 
published price in effect at the time of delivery for the correspond- 
ing grade of aluminum. 

The weighted average shall be computed on the basis of the 
existing primary aluminum capacities of the three present pro- 
ducers which for the purposes of this clause shall conclusively be 
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deemed to be Kaiser Aluminum & Chemical Corporation, twenty- 
five per cent (25%); Aluminum Company of America, forty-five 
per cent (45%); and Reynolds Metals Company, thirty per cent 
(30% ). 

Contractor shall invoice the Government at its said published 
market price in effect at the time of delivery and grant any credits 
required by the above formula in Contractor’s first succeeding in- 
voice after it becomes possible to compute such credits, which 
computation shall be promptly made. 


(b) In the event that price controls are placed upon aluminum 
by the Government which result in Contractor’s inability to earn 
a reasonable profit from the operation of the additional facilities 
and, after reasonable efforts, Contractor is unable to obtain relief 
from such price controls to the extent that such price controls 
cause such inability, then Contractor shall have the right to ter- 
minate this Contract. Such termination shall become effective 
thirty (30) days after receipt of written notice thereof delivered 
by Contractor to the Administrator, and upon such termination 
the provisions of ARTICLE VIII shall apply. For the purpose of 
this paragraph (b): (1) in determining Contractor’s profit, the 
amount of accelerated amortization in excess of normal deprecia- 
tion shall not be included in computing Contractor’s cost of pro- 
duction, and (2) it is the understanding of the parties that Con- 
tractor’s profit existing at the effective date of this Contract is a 
reasonable profit. 


(c) In the event that the price control authorities grant re- 
lief to Contractor in accordance with paragraph (b) above, with 
respect to Contractor’s prices on sale to the Government or to non- 
integrated users, or both, pursuant to this Contract, then the 
prices authorized by such relief shall apply to such sales under 
this Contract during the effective period of such relief, and upon 
the termination of such relief, the price provisions otherwise 
specified in this Contract again shall govern. 





a > 
Te 





ALUMINUM INDUSTRY 773 


ARTICLE XII. 
Force MAJEURE. 


(a) The time for performance by Contractor of its obligations 
under the provisions of this Contract relating to the construction 
of the additional facilities, to the production and delivery of 
aluminum from such additional facilities, or to the operation of 
such additional facilities, shall be extended at the option of Con- 
tractor and upon the terms and conditions set forth in the following 
provisos, by a time or times equivalent to any delays, interrup- 
tions or cessations occasioned by force majeure (herein defined 
as any cause which is beyond the reasonable control of and not 
due to the fault or negligence of Contractor, including without 
limitation acts of God, strikes, fire, storm, sabotage, acts of war 
or public enemy, and priority or allocation requirements or 
other acts of the Federal Government) ; provided, that within ten 
(10) days after Contractor determines that in Contractor’s judg- 
ment a particular force majeure occurrence may result in a major 
delay in the performance of this Contract, Contractor shall give 
to the Administrator written notice thereof, together with a state- 
ment setting forth the facts evidencing force majeure, and at the 
conclusion of the duration of each such force majeure, Contractor 
shall, within ten (10) days thereafter, give to the Government 
written notice of the termination of such force majeure, and 
further provided, that at the end of each six-month period, the first 
six-month period to begin with the date of execution of this Con- 
tract, Contractor shall give to the Government written notice of 
the occurrence of each force majeure not reported under the fore- 
going proviso, together with written notice of the termination of 
each such force majeure as shall have terminated within said six- 
month period. 


(b) In the event that any occurrence of force majeure result- 
ing from priority or allocation requirements or other acts of the 
Federal Government prevents the date of completion of the addi- 
tional aluminum reduction facilities from occurring by or before 
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January 1, 1954, Contractor may, at any time thereafter, by writ- 
ten notice delivered to the Administrator, elect to proceed with the 
performance of this Contract as if such date of completion had 
occurred. In the event of such election, the provisions of this Con- 
tract which are expressly dependent upon the occurrence of such 
date of completion, including without limitation Articie III 
hereof, shall become effective as if the date of completion of con- 
struction had occurred upon the date of receipt of such notice by 
the Administrator, provided, that without affecting the total 
amount of aluminum which the Government is obligated to buy 
and Contractor is obligated to sell hereunder, the amount of 
aluminum which it shall be the duty of the Government to buy 
and the duty of the Contractor to sell to the Government and to 
non-integrated users hereunder in each subsequent period speci- 
fied in and under the conditions of ARTICLE IIT shall be limited 
to the actual capacity of the additional aluminum reduction fa- 
cilities during such period which is specified in the applicable 
subparagraph of ARTICLE III; and further provided, that the pro- 
visions of this subparagraph (b) shall not relieve Contractor from 
its obligations to complete the construction and operation of the 
additional facilities except during the period or periods when Con- 
tractor is prevented from so doing by conditions of force majeure 
resulting from priority or allocation requirements or other acts 
of the Federal government. 


ARTICLE XIII. 


TERMINATION FOR CAUSE. 





(a) (1) When Contractor has arranged financing satisfactory 
to it for the initially estimated cost of constructing the additional 
facilities, Contractor shall execute a certificate to such effect and 
shall deliver such certificate to the Administrator. If Contractor 
does not deliver such a certificate to the Administrator within 
sixty (60) days after the date of execution of this Contract, either 
the Government or Contractor, at any time thereafter before such 
a certificate is delivered to the Administrator, may terminate this 
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Contract on the terms provided in ARTICLE XIV hereof; provided, 
that if an application for a guarantee of a loan or loans for the 
construction of the additional facilities shall have been filed with 
the Administrator before the Government terminates this Con- 
tract, neither the Government nor Contractor shall thereafter 
have any right to terminate this Contract pursuant to the provi- 
sions of this subparagraph (1); but any right of the Government 
or Contractor under this Contract pursuant to the provisions of 
subparagraphs (2) and (3) shall not thereby be affected. 


(2) If Contractor should apply for a Government guarantee 
of loans pursuant to ARTICLE X hereof and despite due diligence 
does not obtain such guarantees on terms satisfactory to Con- 
tractor, within forty-five (45) days after the date when Contractor 
applies for such guaranteed loans or after the date of execution 
of this Contract, whichever date may be later, Contractor may, at 
any time thereafter before such guaranteed loans are obtained (or 
the application therefor withdrawn), terminate this Contract on 
the terms provided in ARTICLE XIV hereof. 


(3) If such guaranteed loans are not obtained within ninety 
(90) days after Contractor applies for such guaranteed loans, then 
the Government may also, at any time thereafter before such 
guaranteed loans are obtained (or the application therefor with- 
drawn), terminate this Contract on the terms provided in 
ARTICLE XIV hereof. 


(b) If Contractor despite due diligence does not obtain all 
priorities and allocations necessary for the purchase and delivery 
of equipment, supplies, materials, and services of any nature re- 
quired for the completion or placing into operation of the addi- 
tional facilities, and the inability to obtain such priorities and 
allocations substantially interferes with the completion or placing 
into operation of the additional facilities for a consecutive period 
of one hundred eighty (180) days, or such further period as may 
hereafter be mutually agreed upon, then Contractor may terminate 
this Contract on the terms provided in ARTICLE XIV hereof. 
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ARTICLE XIV. 


CONSEQUENCES OF TERMINATION FOR CAUSB. 


In the event this Contract is terminated pursuant to ARTICLE 
XIII, termination shall become effective thirty (30) days after 
receipt of notice delivered by Contractor to the Administrator, or 
by the Administrator to Contractor, as the case may be, and upon 
such termination the following provisions shall apply: 


With respect to each contract or commitment theretofore made 
by Contractor and relating to the additional facilities (including, 
without limitation, contracts and commitments for utility serv- 
ices, fuel, power, labor, transportation, materials, supplies, equip- 
ment, construction and services), the Government shall reimburse 
Contractor for all expenditures actually made thereunder up to 
the date of termination, and either, at the Government’s option, 
(i) require the assignment by Contractor to the Government of 
such contract or commitment and assume Contractor’s obligations 
thereunder, or (ii) direct Contractor to cancel or settle such con- 
tract or commitment and reimburse Contractor for its expendi- 
tures in effecting such cancellation and settlement. Contractor 
shall thereupon, at the request of the Government, transfer and 
deliver to the Government any or all real and personal property 
obtained by Contractor as a result of such expenditures and not 
previously consumed, together with all necessary and useful ease- 
ments, rights of access, rights of way, and other rights, over, to, 
across, under, on and about any real property owned by Contrac- 
tor in the vicinity, which are reasonably required by the Govern- 
ment to remove, complete construction of, operate or maintain 
the real and personal property so transferred to the Government. 
Contractor shall be entitled to exclude from the provisions of this 
ARTICLE all contracts and commitments relating to the additional 
alumina facilities, or all contracts and commitments relating to 
the additional bauxite facilities, or both, by delivering written 
notice of its election to the Administrator, and in such event Con- 
tractor shall not be required to transfer or deliver to the Govern- 
ment any real or personal property obtained by Contractor as a 
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result of expenditures pursuant to such excluded contracts or 
commitments. It is expressly understood that in the event this 
Contract is terminated pursuant to ARTICLE XIII(a) hereof, Con- 
tractor shall not be entitled to reimbursement for expenditures 
made by Contractor to acquire and install equipment and materials 
which have actually been installed as part of the additional 
alumina facilities or as part of the additional bauxite facilities on 
or before the effective date of termination, nor shall Contractor 
be required to assign or transfer to the Government any such 
materials or equipment, or any contracts or commitments relating 
thereto. 


ARTICLE XV. 
GOVERNMENT PURCHASE OPTION. 


(a) If (1) this Contract has been terminated pursuant to 
ARTICLE XI(b), and (2) Contractor is obligated to make produc- 
tion payments to the Government pursuant to ArticLe VIII, and 
(3) at the time notice of exercise of the option by the Government 
hereinafter referred to is given, the additional aluminum reduc- 
tion facilities, as such facilities are defined in ArticLe II, 
including all additions, renewals and improvements thereof and 
thereto but excluding the additional alumina facilities and the 
additional bauxite facilities, are and have been substantially 
idle for a continuous period of at least one (1) year immediately 
prior to the receipt of such notice (but not including in the 
computation of such period any time during which conditions 
of force majeure, as defined in ArticLE XII, exist) then the 
Government shall have the option to purchase the additional 
aluminum reduction facilities from Contractor, exclusive of 
the additional alumina facilities and the additional bauxite 
facilities, at a price calculated as set forth below. The Govern- 
ment’s option shall be exercised by delivering a written notice to 
Contractor of its election to exercise such option, stating the date 
it shall become effective, which date shall not be less than ninety 
(90) days from the date of its receipt by Contractor. In the 
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event the Government exercises its option under this ARTICLE XV, 
the facilities to be transferred to the Government shall be capable 
of independent operation as aluminum reduction facilities, and 
for this purpose Contractor agrees to furnish from its adjacent 
alumirum reduction facilities, at any time when such adjacent 
facilities are being operated by Contractor, all such services as 
Contractor’s adjacent facilities are capable of furnishing and 
as are necessary for the independent operation of the additional 
aluminum reduction facilities to be transferred to the Govern- 
ment, at prevailing market prices for such services but not less 
than Contractor’s cost of furnishing the same, provided that 
nothing contained herein shall oblige Contractor to furnish 
alumina or other materials, not produced at such adjacent alumi- 
num reduction facilities, for the purpose of operating said addi- 
tional aluminum reduction facilities. 


(b) If Contractor, in good faith, before the effective date of the 
option, places the additional aluminum reduction facilities in sub- 
stantial operation, then the Government’s exercise of its option 
to purchase shall become without effect, but the Government shall 
thereafter have the option to purchase said facilities if, at a later 
date, all of the conditions set forth in subparagraph (a) of this 
ARTICLE recur, subject to the same terms and conditions of sub- 
paragraphs (a) and (b) of this ARTICLE XV. 





(c) For the purpose of subparagraphs (a) and (b) above, 
the additional aluminum reduction facilities shall be deemed to 
be substantially idle unless at least one (1) potline is in operation, 
and substantial operation of the additional aluminum reduction 
facilities shall consist of the operation of at least one (1) potline. 


(d) The purchase price for the additional aluminum reduc- 
tion facilities shall be such amount as shall fully reimburse Con- 
tractor for the entire cost of the facilities to be purchased after 
deducting from such cost the profit or adding thereto the loss, as 
the case may be, resulting from the operation and maintenance 
of said facilities from the date of their initial operation to the 
effective date of the exercise of the option. 
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In computing the purchase price, the following adjustments 
shall be made and the principles herein stated shall be followed: 


1. There shall be deducted from the cost of the additional 
aluminum reduction facilities the amount of termination pay- 
ments paid by the Government to Contractor on account of 
said facilities purchased, less production charges paid by 
Contractor on account of said facilities. 


: 2. In determining Contractor’s profit or loss: (i) Amorti- 
7 zation and depreciation of said facilities to be purchased which 
has actually been taken shall be subtracted from the cost of 
operations; (ii) The cost of operations shall include all costs 
of starting up, shutting down and of maintaining said facilities 
purchased in standby condition, including all costs of cancel- 
ling commitments resulting from shutdowns; (iii) The costs of 
operation shall include a charge for alumina and any other 
materials furnished by Contractor for operation of said facil- 
ities at fair market prices but not less than Contractor’s cost 
of furnishing same (including applicable depreciation and 
depletion at normal rates) plus a reasonable profit; (iv) There 
shall be deducted from the profit of each year, or added to the 
loss of each year of operating said facilities, a pro rata share 
of the general administrative and selling expenses, and said 
expenses shall be prorated in the proportion which the net 
sales and the value of intracompany and intercompany trans- 
fers of products produced by the additional aluminum reduc- 
tion facilities bear to the total net sales and the value of intra- 
company and intercompany transfers of Contractor and its 
wholly-owned subsidiaries for such year, provided that in cal- 
culating the foregoing proportion with respect to selling ex- 
penses, sales to the Government under this Contract shall be 
excluded; (v) Any intracompany or intercompany sales or 
transfers shall be deemed to have been made at Contractor’s 
current market price. 





3. Contractor’s profit or loss in the fabrication of any 
aluminum produced at the additional aluminum reduction 
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facilities shall be excluded from all computations of the pur- 
chase price of said facilities, it being understood that neither 
the profit nor loss resulting from the operation of any of the 
Contractor’s facilities, other than those being purchased by 
the Government pursuant to this option, is to be taken into 
account in determination of the purchase price. 


4. There shall be deducted from such purchase price any 
tax benefit which may be realized by Contractor as a result of 
the deduction by Contractor of any net operating loss attribut- 
able to the additional aluminum reduction facilities (computed 
with the deduction of depreciation or amortization pursuant 
to the provisions of Section 124A of the Internal Revenue Code 
as actually allowed for the purposes of computing Contractor’s 
Federal income and excess profits tax liabilities) from net 
income from other operations of the Contractor. 


5. It is the intent of the parties that Contractor shall be 
fully reimbursed for all of its expenditures as hereinabove 
defined for the construction, acquisition, maintenance, opera- 
tion and shutdown of the additional aluminum reduction facili- 
ties purchased, without profit or loss to Contractor (excluding 


profit or loss from the production of raw materials and the 
fabrication of aluminum), as if Contractor had never owned 
said facilities. If payment of said purchase price does not so 
reimburse Contractor because of taxes payable as a result of 
receipt thereof, then the purchase price shall be adjusted so 
that Contractor is so reimbursed without profit or loss as if 
Contractor had never owned or operated the additional alu- 
minum reduction facilities. 


(e) As promptly as possible after the receipt of notice of the 
exercise of the option, the parties shall compute and agree upon 
the purchase price. Upon the effective date of the option, Con- 
tractor shall execute and deliver to the Government a deed to all 
of said property. Contractor shall be obligated to convey only 
such title to the property as it or its subsidiaries hold at the time 
it receives the notice from the Government exercising the option, 
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except that the property shall be conveyed free and clear of all 
liens and encumbrances for indebtedness incurred by Contractor, 
together with all necessary and useful easements, rights of 
access, rights of way, and other rights, over, to, across, on and 
under any rea] property owned by Contractor in the vicinity, 
which are reasonably needed and are requested by the Government 
to remove, alter, add to, improve, operate, or maintain the real 
and personal property so transferred. At the same time Con- 
tractor shall assign and transfer to the Government such contracts 
relating to the operation of the plant as it has the right to assign 
and transfer and upon such assignment and transfer the Govern- 
ment shall assume all obligations for the further performance 
thereof. The purchase price shall become due and payable upon 
delivery of the deed of Contractor to the Government. 


ARTICLE XVI. 
ADMINISTRATOR AND GENERAL SERVICES ADMINISTRATION. 


As used herein, the term “Administrator” means the Ad- 
ministrator of General Services and his successors in function, and 
the term “General Services Administration” means the General 
Services Administration, United States Government, and said Ad- 
ministration’s successors in function. 


ARTICLE XVII. 
PPRFORMANCDE BY SUBSIDIARIES. 


All or any part of the obligations of Contractor under this 
Contract may be performed by and in the name of any wholly- 
owned domestic subsidiary corporation or corporations of Con- 
tractor, and operations outside of the United States, its territories 
and possessions by domestic or foreign subsidiaries, provided, that 
Contractor guarantees such performance, and in such event at 
Contractor’s request, any payment with respect to such portion 
of this Contract so performed by the subsidiary shall be made to 
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such subsidiary. It is further understood that Contractor may 
conduct its sales of aluminum through its sales subsidiary corpo- 
ration or corporations and that in such event, for the purposes 
of this Contract, the published prices of such subsidiary sales 
corporation or corporations or of Contractor, whichever shal] 
be lower, shall be deemed the published prices of Contractor, and 
sales by such sales subsidiary corporation or corporations shall 
be considered the sales of Contractor. 


ARTICLE XVIII. 
DELIVERY OF INGOT. 


It is understood that Contractor presently intends to install 
equipment at the additional aluminum reduction facilities for the 
conversion of a portion of the capacity of such facilities from pig 
to ingot and billet, but does not hereby warrant that such equip- 
ment will in fact be installed. Contractor shall be obligated to 
deliver aluminum ingot and billet to the Government or to non- 
integrated users during any period to the extent of orders re- 
ceived under the terms of this Contract, but not to exceed the 
quantity of ingot and billet which Contractor is reasonably able 
to produce with the equipment installed at the additional alumi- 
num reduction facilities during such period. 


ARTICLE XIX. 


POINTS AND TERMS OF DELIVERY. 


Contractor shall deliver aluminum to the Government at the 
delivery point within the continental United States specified in 
each order of the Government given pursuant to the terms of this 
Contract. Such delivery point may be f. o. b. point of origin (or 
shipping point); f. o. b. Contractor’s plant (warehouse or other 
facility ) point of origin (or shipping point) ; f. o. b. point of origin 
(or shipping point), freight prepaid; f. o. b. point of origin (or 
shipping point), freight allowed; f. o. b. destination; or f. o. b. 
destination within buyer’s premises; proiytied, that such delivery 
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point is in accordance with Contractor’s terms and conditions 
applicable to the contract price in effect at the time of delivery. 
A delivery point other than in accordance with Contractor’s terms 
and conditions applicable to the contract price in effect at time of 
delivery may be specified upon the mutual consent of the parties. 
Contractor shall be responsible for each shipment of aluminum 
covered by this Contract until it is delivered at the designated 
delivery point, regardless of the point of inspection. When 
delivery at that point has been effected, then all risk of loss, in- 
cluding without limitation claims for losses and damages in con- 
nection with care and handling of the metal thereafter, shall be 
deemed to have passed from Contractor to the Government. 


ARTICLE XX. 
INSPECTION. 


(a) All aluminum delivered to the Government pursuant to 
this Contract shall be subject to inspection and test by the Gov- 
ernment, to the extent practicable at all times and places including 
the period of manufacture, and in any event prior to final ac- 
ceptance. 


(b) In case any such aluminum is defective in material or 
workmanship or otherwise not in conformity with the require- 
ments of this Contract, the Government shall have the right either 
to reject it (with or without instruction as to its disposition ), or to 
require its replacement. Aluminum which has been rejected or re- 
quired to be replaced shall be removed, as requested by the Admini- 
strator or his duly authorized representative, by and at the expense 
of Contractor promptly after notice, and shall not again be ten- 
dered for acceptance unless the former tender and either the rejec- 
tion or requirement of replacement is disclosed. If Contractor fails 
to promptly remove such aluminum when requested by the Ad- 
ministrator or his duly authorized representative, and to proceed 
promptly with the replacement thereof, the Government at its 
option may (1) by contract or otherwise replace such aluminum 
and charge to Contractor the cost occasioned the Government 
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thereby, or (2) terminate the right of Contractor to make delivery 
of the amount of aluminum so rejected for default, or (3) accept 
the aluminum so rejected at an appropriate reduction of the con- 
tract price. 


(c) If any inspection or test is made by the Government on the 
premises of Contractor, Contractor without additional charge 
shall provide all reasonable facilities and assistance for the safety 
and convenience of the Government inspectors in the performance 
of their duties. If Government inspection or test is made at a 
point other than the premises of Contractor, it shall be at the ex- 
pense of the Government: Provided, That in case of rejection the 
Government shall not be liable for any reduction in value of 
samples used in connection with such inspection or test. All in- 
spections and tests by the Government shall be performed in such 
a manner as not to unduly delay the work. The Government re- 
serves the right to charge to Contractor any additional cost of 
Government inspection and test when aluminum is not ready at 
the time such inspection and test is requested by Contractor. 
Final acceptance or rejection of the aluminum shall be made as 
promptly as practicable after delivery, except as otherwise pro- 
vided in this Contract; but failure to inspect and accept or reject 
aluminum shall neither relieve Contractor from responsibility for 
such aluminum as is not in accordance with the contract require- 
ments nor impose liability on the Government therefor. 


(d) The inspection and test by the Government of any alumi- 
num sold hereunder or lots thereof does not relieve Contractor 
from any responsibility regarding defects or other failures to meet 
the contract requirements which may be discovered prior to final 
acceptance. Except as otherwise provided in this Contract, final 
acceptance shall be conclusive except as regards latent defects, 
fraud, or such gross mistakes as amount to fraud. 


(e) Contractor shall provide and maintain an inspection 
system acceptable to the Government covering the aluminum sold 
hereunder. Records of all inspection work by Contractor shall 
be kept complete and available to the Government during the per- 
formance of this Contract and for such longer period as may be 
specified elsewhere in this Contract. 
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ARTICLE XXI. 
Buy AMERICAN ACT. 


Contractor agrees that there will be delivered under this Con- 
tract only such unmanufattured articles, materials, and supplies 
(which term “articles, materials, and supplies” is hereinafter 
referred to in this ARTICLE XXI as “supplies”) as have been 
mined or produced in the United States, and only such manu- 
factured supplies as have been manufactured in the United States 
substantially all from supplies mined, produced, or manufactured, 
as the case may be, in the United States. Pursuant to the Buy 
American Act (41 U.S. Code 10 a-c), the foregoing provision shall 
not apply (i) with respect to supplies excepted by the Ad- 
ministrator from the application of that Act, (ii) with respect 
to supplies for use outside the United States, (iii) with respect 
to the supplies to be delivered under this Contract, which are of 
a class or kind determined by the Administrator or his duly 
authorized representative not to be mined, produced, or manu- 
factured, as the case may be, in the United States in sufficient 
and reasonably available commercial quantities and of a satis- 
factory quality, or (iv) with respect to such supplies, from which 
the supplies to be delivered under this Contract are manufactured, 
as are of a class or kind determined by the Administrator or his 
duly authorized representative not to be mined, produced, or manu- 
factured, as the case may be, in the United States in sufficient and 
reasonably available commercial quantities and of a satisfactory 
quality, provided that this exception (iv) shall not permit delivery 
of supplies manufactured outside the United States if such sup- 
plies are manufactured in the United States in sufficient and 
reasonably available commercial quantities and of a satisfactory 
quality. 

The Administrator hereby determines for the purpose of this 
Contract that bauxite for the manufacture of primary aluminum 
is not mined, produced or manufactured, as the case may be, in 
the United States in sufficient and reasonably available com- 
mercial quantities and of a satisfactory quality. 
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ARTICLE XXII. 
PrIsoN LABOR Nor TO BB EMPLOYED. 


In connection with the performance of work under this Con- 
tract, Contractor agrees not to empley any person undergoing 
sentence of imprisonment at hard labor. 


ARTICLE XXIII. 
THE E1igHt-Hour LAw or 1912. 


This Contract, to the extent that it is of a character specified 
in the Eight-Hour Law of 1912 as amended (40 U. 8S. Code 324- 
326) and is not covered by the Walsh-Healey Public Contracts 
Act (41 U. 8. Code 35-45), is subject to the following provisions 
and exceptions of said Eight-Hour Law of 1912 as amended, and to 
all other provisions and exceptions of said Law: 


No laborer or mechanic doing any part of the work contem- 
plated by this Contract, in the employ of Contractor or any sub- 
contractor contracting for any part of the said work, shall be 


required or permitted to work more than eight hours in any 
one calendar day upon such work, except upon the condition 
that compensation is paid to such laborer or mechanic in 
accordance with the provisions of this clause. The wages of 
every such laborer and mechanic employed by Contractor or 
any subcontractor engaged in the performance of this Contract 
shall be computed on a basic day rate of eight hours per day; 
and work in excess of eight hours per day is permitted only 
upon the condition that every such laborer and mechanic shall 
be compensated for all hours worked in excess of eight hours 
per day at not less than one and one-half times the basic rate 
of pay. For each violation of the requirements of this clause 
a penalty of five dollars shall be imposed upon Contractor 
for each such laborer or mechanic for every calendar day in 
which such employee is required or permitted to labor more 
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than eight hours upon said work without receiving compensa- 
tion computed in accordance with this clause; and all penalties 
thus imposed shall be withheld for the use and benefit of the 
Government. 


ARTICLE XXIV. 
THE WALSH-HEALEY ACT. 


If this Contract is for the manufacture or furnishing of 
materials, supplies, articles, or equipment in an amount which 
exceeds or may exceed $10,000 and is otherwise subject to the 
Walsh-Healey Public Contracts Act as amended (41 U. 8S. Code 
35-45), there are hereby incorporated by reference all representa- 
tions and stipulations required by said Act and regulations issued 
thereunder by the Secretary of Labor, such representations and 
stipulations being subject to all applicable rulings and interpreta- 
tions of the Secretary of Labor which are now or may hereafter be 
in effect. 


ARTICLE XXV. 
No DISCRIMINATION IN EMPLOYMENT. 


In connection with the performance of work under this Con- 
tract, Contractor agrees not to discriminate against any employee 
or applicant for employment because of race, creed, color, or 
national origin; and further agrees to insert the foregoing pro- 
Visions in all subcontracts hereunder except subcontracts for 
standard commercial supplies or for raw materials. 


ARTICLE XXVI. 
MEMBERS OF CONGRESS. 


No member of or delegate to Congress, or resident commis- 
sioner, shall be admitted to any share or part of this Contract, or 
to any benefit that may arise therefrom; but this provision shall 
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not be construed to extend to this Contract if made with a corpora- 
tion for its general benefit. 


ARTICLE XXVII. 
SOLICITATION. 


Contractor warrants that no person or selling agency has been 
employed or retained to solicit or secure this Contract upon an 
agreement or understanding for a commission, percentage, 
brokerage, or contingent fee, excepting bona fide employees or 
bona fide established commercial or selling agencies maintained 
by Contractor for the purpose of securing business. For breach 
or violation of this warranty, the Government shall have the right 
to annul this Contract without liability or in its discretion to de- 
duct from the contract price or consideration the full amount of 
such commission, percentage, brokerage, or contingent fee. 


ARTICLE XXVIII. 
PERFORMANCE DURING DISPUTES. 
In the event of any dispute arising under this Contract, Con- 


tractor shall, notwithstanding the pendency of such dispute, 
diligently proceed with the performance of this Contract. 


ARTICLE XXIX. 


IDENTITY OF POTLINES FOR PURPOSE OF DETERMINING PRODUCTION 
CHARGES AND IDLENESS. 


In the event that Contractor has received a termination pay- 
ment pursuant to ARTICLE VIII hereof or pursuant to ARTICLE VIII 
of the contract between the parties executed February 2, 1951, as 
of December 19, 1950, or both, and Contractor subsequently desires 
to operate any one or more of the potlines constructed as part of 
the additional aluminum reduction facilities under either such 
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contract, Contractor shall be entitled to petition the Administrator 
for the privilege of operating any such potline or potlines and 
attributing the production therefrom to either of such contracts 
for the purposes of ARTICLE VIII and ARTICLE XV thereof. Upon 
receipt of such petition, the Administrator shall give careful and 
due consideration thereto and shall grant any such petition to the 
extent that he deems it appropriate and in the interest of the 
Government to do so. 


ARTICLE XXX. 
DESCRIPTIVE HEADINGS. 
The table of contents and the descriptive headings of the 
several ARTICLES of this Contract are inserted for convenience only 


and shall not control or affect the meaning or construction of any 
of the provisions hereof. 


. ARTICLE XXXII. 
CONTROLLING STATUTE. 

This Contract is entered into pursuant to the Defense Produc- 
tion Act of 1950, as amended (Public Law 774, 81st Congress; 
Public Laws 69 and 96, 82d Congress). 

IN WITNESS WHEREOF, the parties hereto have executed this 


Contract in quadruplicate on this day of December, 1951, 
as of November 6th, 1951. 


UNITED STATES OF AMERICA 
By /S/ Jess LARsoNn 


Title Administrator of General Services 
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KAISER ALUMINUM & CHEMICAL CORPORATION 
By /S/ CuHap F. CALHOUN 


Title Vice-President 
Attest : 


/S/ Lioyp N. CUTLER 
Assistant Secretary 





AMENDMENT NO. 1 


Executed January 4, 1952 


CONTRACT NO. GS-OOP(D)-12143 


Executed December 7, 1951 
as of November 6, 1951 


BETWEEN 


UNITED STATES OF AMERICA 


KAISER ALUMINUM & CHEMICAL CORPORATION 
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GS-OOP (D)-12143 


AMENDMENT NO. 1 


Executed January 4, 1952, to Contract No. GS-OOP(D)- 
12143 executed December 7, 1951, as of November 6, 1951, 
between the UniTED States oF AMERICA and KAISER 
ALUMINUM & CHEMICAL CORPORATION. 


This Amendment No. 1 of Contract between the United 
States of America (hereinafter called the Government) 
acting through the Administrator of General Services, and 
KAISER ALUMINUM & CHEMICAL CoRPORATION (herein- 
after called Contractor), a corporation existing under the 
laws of the State of Delaware, amends the contract between 
the parties executed December 7, 1951, as of November 6, 
1951 (Contract No. GS-OOP(D)-12143), by adding at the 
end thereof a new ArTICLE XXXII, reading as follows: 


ARTICLE XXXII 


In order to aid the completion of the additional 
facilities and the production and delivery of the 
additional production therefrom, and the refinancing 
of Contractor’s obligations under a certain loan 
agreement dated February 8, 1951, it is hereby 
agreed that Contractor may assign, pursuant to the 
Assignment of Claims Act of 1940, as amended 
May 15, 1951, to any bank, trust company, or other 
financing institution, including any Federal lending 
agency, as security for any loans obtained by Con- 
tractor for such purposes, any termination payment 
or payments which may become due and payable to 
Contractor under ArTICLE VIII hereof as the result 
of termination pursuant to ArTICLE XI(b) hereof. 
In the event of any such assignment, either Con- 
tractor or its assignee may give to the Administrator 
pursuant to ArTIcLE VIII hereof the written notice 
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of election to receive such termination payment or 
payments, in which event such termination payment 
or payments shall be made in accordance with such 
assignment, and shall, to the extent provided in said 
Act, as amended, not be subject to reduction or set 
off. Any such assignment shall not be made to more 
than one party except that such assignment may be 
made to one or more parties as agent or agents or 
trustee or trustees for two or more parties partici- 
pating in any such loans. 


In WiTNEss WHEREOF the parties hereto have executed 
this Contract in quadruplicate this 4th day of January, 1952. 


UNITED STATES OF AMERICA 


By [s] Jess Larson 
Title: Administrator of General 
Services 


KAISER ALUMINUM & CHEMICAL 
CORPORATION 


By [s] CHap F. CaALHoun 
Title: Vice-President 


[SEAL] 
Attest: 


[s] Litoyp N. CuTLer 
Assistant Secretary 





AMENDMENT NO. 1 
Executed December 7 , 1951 
as of November 6, 1951 


TO 
CONTRACT NO. GS-OOP(D)-12006 
Executed February 2, 1951 
as of December 19, 1950 
BETWEEN 
THE UNITED STATES OF AMERICA 


AND 


KAISER ALUMINUM & CHEMICAL CORPORATION 





ALUMINUM INDUSTRY 
AMENDMENT NO. 1 
to 
Contract No. GS-OOP (D)-12006 
between 
THE UNITED STATES OF AMERICA 
and 


KAISER ALUMINUM & CHEMICAL CORPORATION 


This Amendment No. 1 of Contract, entered into as of the 
sixth day of November, 1951, by the UNITED STATES OF AMERICA 
(herein called the Government) acting through the Administrator 
of General Services, and KAISER ALUMINUM & CHEMICAL CoR- 
PORATION (herein called Contractor), a corporation existing 
under the laws of the State of Delaware, amends the Contract 
between the parties executed February 2, 1951, as of December 
19, 1950 (Contract No. GS-OOP(D)-12006), by adding at the 
end thereof a new ARTICLE XXX, reading as follows: 


ARTICLE XXX 


In consideration of Contractor’s acceptance of a certain 
contract between the parties executed December 7 , 1951, 
as of November 6, 1951, the Government agrees that the Gov- 
ernment will have no right to exercise, and shall not exercise 
its privilege of terminating this contract pursuant to ARTICLE 
VIII hereof at any time when there is in effect a contract or 
contracts to which the Government or any of-its agencies is 
a party, containing provisions for the importation of aluminum 
pig, ingot or billet produced in any foreign country, providing 
for deliveries aggregating more than Ten Thousand (10,000) 
short tons per calendar year. In computing such aggregate 
quantity of Ten Thousand (10,000) short tons per calendar 
year, there shall be excluded any importation of aluminum 
(other than pursuant to contracts for the importation of 
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aluminum produced in Canada, or pursuant to contracts with 
Aluminium, Limited, Aluminum Company of America, Rey- 
nolds Metals Company, or any affiliate or successor of any 
such company) pursuant to a contract or contracts entered 
into pursuant to the Economic Cooperation Act of 1948, as 
amended, and any importation of aluminum pursuant to con- 
tracts and amendments thereof entered into before November 
6, 1951. 


IN WITNESS WHERBEOF, the parties hereto have executed this 
Contract in quadruplicate this 7 * day of December, 1951, 
as of the 6th day of November, 1951. 


UNITED STATES OF AMERICA 
By /S/ Juss LARSON 


Title Administrator of General Services 


KAISER ALUMINUM & CHBPMICAL CORPORATION 
By /S/ CuHap F. CaLHoUN 


Title Vice-President 
Attest: 


/8/ Lioyp N. CUTLER 
Assistant Secretary 








AMENDMENT NO. 2 


Executed January 4, 1952 


TO 


CONTRACT NO. GS-OOP(D)-12006 


Executed February 2, 1951 
as of December 19, 1950 


BETWEEN 


UNITED STATES OF AMERICA 


KAISER ALUMINUM & CHEMICAL CORPORATION 
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GS-OOP(D)-12006 


AMENDMENT NO. 2 


Executed January 4, 1952, to Contract No. GS-OOP(D)- 
12006 executed February 2, 1951, as of December 19, 1950, 
between the Unitrep StraAtTes oF AMERICA and KAISER 
ALUMINUM & CHEMICAL CORPORATION. 


This Amendment No. 2 of Contract between the United 
States of America (hereinafter called the Government) 
acting through the Administrator of General Services, and 
KAISER ALUMINUM & CHEMICAL CoRPORATION (herein- 
after called Contractor), a corporation existing under the 
laws of the State of Delaware, further amends the contract 
between the parties executed February 2, 1951, as of De- 
cember 19, 1950 (Contract No. GS-OOP(D)-12006), as 
amended, by adding at the end thereof a new ARTICLE 
XXXI, reading as follows: 


ARTICLE XXXI 


In order to aid the completion of the additional 
facilities and the production and delivery of the addi- 
tional production therefrom, and the refinancing of 
Contractor’s obligations under a certain loan agree- 
ment dated February 8, 1951, it is hereby agreed 
that Contractor may assign, pursuant to the Assign- 
ment of Claims Act of 1940, as amended May 15, 
1951, to any bank, trust company, or other financing 
institution, including any Federal lending agency, as 
security for any loans obtained by Contractor for 
such purposes, any termination payment or pay- 
ments which may become due and payable to Con- 
tractor under ArtiIcLE VIII hereof as the result of 
termination pursuant to ArTIcLE VIII or ARTICLE 
XI(b) hereof. In the event of any such assignment, 
either Contractor or its assignee may give to the 
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Administrator pursuant to ArTIcLE VIII hereof the 
written notice of election to receive such termination 
payment or payments, in which event such termina- 
tion payment or payments shall be made in accord- 
ance with such assignment, and shall, to the extent 
provided in said Act, as amended, not be subject to 
reduction or set off. Any such assignment shall not 
be made to more than one party except that such 
assignment may be made to one or more parties as 
agent or agents or trustee or trustees for two or 
more parties participating in any such loans. 


IN WITNESS WHEREOF the parties hereto have executed 
this Contract in quadruplicate this 4th day of January, 
1952. 


UNITED STATES OF AMERICA 


By [s] Jess Larson 
Title: Administrator of General 
Services 


KAISER ALUMINUM & CHEMICAL 
CORPORATION 


By [s] Cuap F. CaLHoun 
Title: Vice-President 


[SEAL] 
Attest: 


[s] Lioyp N. CuTLEerR 
Assistant Secretary 





GS-OOP(D)-12213 





Cuntrart 


BETWEEN 
UNITED STATES OF AMERICA 
AND 


KAISER ALUMINUM & CHEMICAL CORPORATION 


Executed June 23, 1954 


As of October 31, 1951 


8038 
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CONTRACT 


THIS CONTRACT, entered into as of the 31st day of October, 
1951, by the UNiTep States oF AMERICA, herein called the 
Government, acting through the Administrator of General Serv- 
ices, herein called the Administrator, and KAIseEr ALUMINUM & 
CHEMICAL CORPORATION, a corporation existing under the laws 
of the State of Delaware, herein called Contractor. 








WiITNBSSETH: 











ARTICLE I 


SALE AND PURCHASE OF ALUMINUM 





Subject to the terms and conditions hereof, Contractor agrees 
to produce and to sell One Hundred Thousand (100,000) short 
tons of Two Thousand (2,000) pounds each, of primary aluminum 
pig, which primary aluminum, herein called the “additional pro- 
duction,” shall be of minimum grade of ninety-nine per cent 
(99%) aluminum. Contractor will produce such aluminum from 
facilities which Contractor agrees hereafter to construct, herein 
called the “additional facilities.” Such production and sale shall 
commence upon the date of the completion of construction of the 
additional facilities, as defined hereinafter, and shall reach and 
continue at a rate of approximately Twenty-Thousand (20,000) 
short tons per year as soon as possible after said completion of 
construction and shall be completed within a period of five (5) 
years from the date when the additional facilities have reached 
production at their designed capacity of approximately Twenty 
Thousand (20,000) short tons per year, unless otherwise termi- 
nated by the Government in accordance with the provisions of this 
Contract. The times specified in the preceding sentence shall be 
subject to occurrences of force majeure as provided in ARTICLE 
VIII hereof. Contractor hereby certifies that the additional 
facilities first reached production at their designed capacity of ap- 
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proximately Twenty-Thousand (20,000) short tons per year on 
March 1, 1953. 


ARTICLE II 
CONSTRUCTION OF ADDITIONAL FACILITIES 


Contractor shall proceed without delay to acquire and con- 
struct the additional facilities for the production of said alumi- 
num. The “additional facilities” shall consist generally of an 
additional pot line having a capacity of approximately Twenty 
Thousand (20,000) short tons of aluminum per year to be located 
in Contractor’s aluminum reduction plant at Spokane (Mead), 
Washington, together with such auxiliary facilities as Con- 
tractor may consider necessary for the additional production. 
Contractor certifies to the Government that the date of comple- 
tion of construction of the additional facilities was July 10, 
1952. 


ARTICLE III 
DISPOSITION OF PRODUCTION FROM ADDITIONAL FACILITIES 


Subject to priority delivery as may be required pursuant to 
law, the additional production shall be disposed of as follows: 


(a)(1) The Government may require Contractor to sell 
to it, at the price provided in ArTICLE IV(b) hereof, all or any 
of the additional production for the six-month period begin- 
ning April 1, 1953 and for each subsequent six-month period 
of the contract. (The Government has waived its right to 
purchase the additional production produced through March 
31, 1953.) At least ninety (90) days prior to the beginning 
of each period, the Government shall give notice in writing 
to Contractor of the amount of aluminum it elects to purchase 
from the production of the additional facilities for such period, 
and such notice shall be a firm order for the purchase of the 
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quantities stated. If no notice is given within the times herein 
provided, Contractor shall be under no obligation to deliver 
aluminum to the Government during the relevant six-month 
period. 


(2) The Government shall in each notice specify the 
amount of aluminum it desires to have comply with the latest 
National Stock Pile Material Purchase Specification in effect 
on the effective date of this Contract, and thereafter Con- 
tractor shall deliver such quantities in accordance with such 
specification, provided that the Government may not order 
more than Three Thousand Three Hundred and Thirty-Four 
(3,334) short tons of aluminum meeting the Stock Pile Speci- 
fication in any six-month period, or proportionate amounts 
in longer or shorter periods. 


(3) It is the intent of the parties that the Administrator 
will exercise the Government’s right to purchase aluminum 
under this ArTicLE II1(a) so as to purchase approximately 
equal percentages of the additional production produced by 
contractor, by Aluminum Company of America and by Reyn- 
olds Metals Company, respectively, pursuant to aluminum 
supply contracts in effect at the times of such purchases, under 
the Government’s entire program of expanded aluminum pro- 
duction, and the Administrator agrees that, insofar as prac- 
ticable, the Government will not purchase from Contractor 
under this Article III(a) quantities which are proportion- 
ately larger, in relation to Contractor’s portion of the entire 
program of expanded aluminum production, then under con- 
tract with the Government, than the quantities being pur- 
chased from such other companies; provided, that the 
Government shall not be obligated to undergo any price 
disadvantage by reason of the provisions of this subparagraph. 


(b)(1) The quantity, if any, by which the Government’s 
purchases during any six-month period fall short of two-thirds 
of the reasonably estimated additional production for such 
period, shall be offered and made available by Contractor for 
sale to non-integrated users in pig, ingot or billets at the price 
provided for in ArTICLE 1V(a) hereof. As used in this Con- 
tract, the term “non-integrated user” shall mean any manufac- 
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turer, fabricator, finisher or producer in the United States who 
is not a producer of primary aluminum or an affiliate or sub- 
sidiary of such a producer, and who is purchasing such alum- 
inum for his own manufacturing, fabricating, finishing, or 
producing operations. Said offer shall be made for at least 
thirty (30) days, and shall be made by publishing a notice in 
“The American Metal Market” or by such other method as 
Contractor and the Administrator may mutually agree upon. 
Such notice shall advise that said aluminum is for sale and 
that such non-integrated users may submit orders for the pur- 
chase thereof during the period of thirty (30) days from the 
date of the first publication of the notice. Such notice shall 
be published in each edition for two weeks, commencing at 
least sixty (60) days prior to the beginning of each period. 

It is recognized that because of allocation controls Con- 
tractor was relieved of the duty to publish the above notice 
or notices and to make the above offer or offers to non-integrated 
users of aluminum produced through June 30, 1953, pursuant 
to a letter agreement dated July 31, 1952, accepted August 1, 
1952, and a further letter agreement dated January 23, 1953, 
accepted January 29, 1953; and that Contractor’s duty to make 
such offer for the period ending September 30, 1953, is sub- 
ject to the provisions of a letter agreement dated and accepted 
June 15, 1953; copies of said letter agreements being attached 
to this Contract as Exhibits A, B, and C. 

All orders shall be subject to Contractor’s acceptance, to 
Contractor’s approval of the credit of the purchaser and to 
Contractor’s standard terms and condition of sale then in 
effect. Subject to the provisions of the foregoing sentence, 
Contractor shall accept on a first-come first-served basis suffi- 
cient orders from non-integrated users to equal the quantity 
thus offered for sale, as above provided, but thereafter shall 
have no obligation to accept any further orders from non- 
integrated users for the period. Nothing herein shall prohibit 
Contractor, whenever the orders exceed the quantity offered for 
sale, from reducing the quantity of any order which it con- 
siders disproportionately large in relation to the other orders 
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it has received from other non-integrated users for such period. 
If, pursuant to the terms of this Article, the amount of alumi- 
num which Contractor is obligated to offer for sale to such 
non-integrated users is zero, then Contractor need not publish 
the notice or make the offer to non-integrated users referred 
to above. 


It is understood and agreed that (a) the Government may 
enforce this provision in its own name, by first seeking specific 
performance, and in the event the court decides that no equi- 
table remedy lies, then the Government may sue for damages, 
and in that event the measure of damages shall be the damages 
to non-integrated users affected but not including consequen- 
tial damages, and (b) only the Government may enforce this 


provision, and no third party shall have any right whatever 
to enforce this provision, either in its own right or by derivative 
right from the Government. 


(2) It is recognized that Contractor has made and intends 
in the future to make contracts with such of its customers 
who are non-integrated users for the delivery of aluminum 
pig, ingots and billets which may be produced from the addi- 
tional facilities. The maximum quantity of aluminum which 
Contractor may be obligated to deliver pursuant to such com- 
mitments for any applicable period may be deducted from the 
quantity which Contractor is obligated to make available to 
other non-integrated users for such period under this sub- 
paragraph (b), provided that Contractor may not so deduct 
any quantities to be delivered pursuant to any contract which 
requires Contractor to deliver in excess of Five Hundred 
Thousand (500,000) pounds of aluminum per month to the 
purchaser unless such contract shall have been approved by 
the Administrator. The Administrator shall be deemed to 
have approved any such contract unless he disapproves the 
same and so notifies Contractor in writing within fifteen (15) 
days after written notice has been received by him of the 
terms of such contract. Any quantity so deducted by Con- 
tractor and not actually delivered pursuant to such contracts, 
and not delivered to other non-integrated users during such 
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period, shall be added to the quantity which Contractor is 
obligated to offer to non-integrated users during the subsequent 
period. 


(3) If, after receiving the notice from the Government of 
the amount of aluminum it elects to purchase as provided in 
subparagraph (a) hereof, Contractor finds that the quantity 
ordered by the Government for any such period is such that it 
may be impossible for Contractor to fulfill its prior commit- 
ments to such other customers as are non-integrated users, 
Contractor may advise the Administrator of such fact. The 
Administrator shall thereupon review the quantity ordered 
by the Government and if under all of the circumstances the 
Administrator considers it advisable, he may reduce the quan- 
tity ordered by the Government. 


(c) Any quantity of the additional production not disposed 
of in accordance with this ARTICLE, and not otherwise sold 
or utilized by Contractor, may be tendered to the Government, 
in the form of pig only, during the period beginning July 10, 
1952, and ending March 31, 1953, and thereafter during each 
consecutive twelve-month period, the first such period com- 
mencing April 1, 1953. Such tender or tenders shall be made 
during the first ten (10) days of any calendar month of such 
period and during the first ten (10) days following the expi- 
ration of such period, and all such tenders shall be deemed 
applicable to such period. The Government shall purchase 
the amount so tendered at the price specified in ARTICLE IV (b). 
The Government shall not be required to buy under this sub- 
paragraph (c) for any period specified in this subparagraph 
(c) more than the actual output of the additional aluminum 
reduction facilities during such period, less the quantity of 
such additional production disposed of. in accordance with 
this ARTICLE III or otherwise sold or utilized by Contractor. 


(d) In no event, except as provided in ArTICLE VI, shall 
the Government be obligated to order or to purchase, or the 
Contractor be obligated to accept orders from either the 
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Government or non-integrated users, for an amount of alumi- 
num which, added to the prior production and sale or utiliza- 
tion by Contractor of aluminum from the additional facilities 
after the date of completion of such facilities, exceeds One 
Hundred Thousand (100,000) short tons. 


ARTICLE IV 
SALES PRICE OF ALUMINUM 


(a) The price at which aluminum pig, ingot and billets shall 
be sold to non-integrated users in accordance with ARTICLE IIT(b) 
shall be Contractor’s lowest published price for the grade of 
aluminum involved in effect at the time of delivery (including 
the standard terms and conditions applicable thereto). 





























(b) The price at which aluminum, pig, or ingot shall be sold 
to the Government in accordance with ArticLe III(a) and III(c) 
shall be Contractor’s lowest published price for the grade of alu- 
minum involved in effect at the time of delivery (including the 
standard terms and conditions applicable thereto), provided, 
however, that if at the time of delivery the current published 
market price (including the standard terms and conditions appli- 
cable thereto) of either Aluminum Company of America or 
Reynolds Metals Company is lower than Contractor’s published 
price, the price to the Government shall be the lower of: (a) the 
weighted average (as defined below) of the lowest current market 
prices so published of the three present producers averaged during 
the ninety (90) days preceding the date of delivery; or (b) Con- 
tractor’s lowest published price in effect at the time of delivery 
for the corresponding grade, form, size and quantity of aluminum. 

The weighted average shall be computed on the basis of the 
existing primary aluminum capacities of the three present pro- 
ducers which for the purposes of this clause shall conclusively 
be deemed to be Kaiser Aluminum & Chemical Corporation, 
twenty-five percent (25%); Aluminum Company of America, 
forty-five per cent (45%); and Reynolds Metals Company, thirty 
per cent (30%). 
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Contractor shall invoice the Government at its said published 
market price in effect at the time of delivery and grant any credits 
required by the above formula in Contractor’s first succeeding 
invoice after it becomes possible to compute such credits, which 
computation shall be promptly made. 


ARTICLE V 
RELATIONSHIP OF ADDITIONAL TO EXISTING FACILITIES 


(a) It is the intention of this Contract that the Government, 
by agreeing to purchase aluminum from the additional facilities 
as herein provided, guarantees the disposition of the entire output 
of the additional facilities to the extent of the One Hundred 
Thousand (100,000) ton quantity specified in ArTICLE I, subject 
to its right of termination as provided in Articte IX. In this 
connection, it is recognized that Contractor now has other alumi- 
num reduction facilities in operation and in the course of con- 
struction and may in the future acquire further aluminum 
reduction facilities other than those to be constructed under this 
Contract. It is understood that, except as to orders from the 
yovernment expressly placed pursuant to this Contract for alumi- 
num to be produced at the additional facilities to be con- 
structed under this Contract, Contractor may first dispose of 
the production from such other facilities or utilize for its own 
purposes the production of such other facilities, before disposing 
of or utilizing aluminum from the additional facilities, and that, 
in accordance with ARTICLE III(c), the Government will purchase 
from Contractor all of the production of the additional facilities 
not otherwise disposed of or utilized by Contractor. The Govern- 
ment does not, by this Contract, guarantee or agree to purchase 
production from other facilities. 


(b) Without affecting the rights and duties of the parties as 
set forth in the preceding subparagraphs, deliveries to the Gov- 
ernment under this Contract may, at Contractor’s option, be 
made by substituting aluminum produced from other facilities 
for aluminum actually produced at the additional facilities. In 
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such event, any necessary invoice adjustments shall be made so 
that the cost to the Government shall not be increased thereby. 


(c) In the event that it becomes an economic burden for 
Contractor to continue to operate some or all of the additional 
facilities, as well as its existing facilities, Contractor may petition 
the Administrator, setting forth all of the facts and asking for 
the privilege of closing down all or any portion of the additional 
facilities that it considers uneconomic and of delivering from 
other facilities the aluminum to be delivered to the Government 
or non-integrated users hereunder. Upon receipt of such petition, 
the Administrator shall give careful and due consideration to 
such request and grant such relief, if any, as he considers 
equitable to Contractor, on such terms and conditions as he may 
determine, including, but not by way of limitation, a require- 
ment that Contractor continue to make aluminum available to 
non-integrated users in the quantities and under the terms and 
conditions set forth in ARTICLE IIT(b). 


ARTICLE VI 


SALE OF ALUMINUM TO NON-INTEGRATED USERS 
FOR FIFTEEN YEARS 


As an inducement to the Government to enter into this Con- 
tract, and as part of the consideration of this Contract, Contractor 
agrees that for a period of fifteen (15) years from and after the 
date of completion of performance specified in Article I, and pro- 
vided that the Government does not exercise its right of termina- 
tion, pursuant to ArTICLE IX hereof, Contractor will each year 
make available for sale to non-integrated users, under credit 
conditions as to each purchaser satisfactory to Contractor, at 
Contractor’s lowest published market price for the grade of 
aluminum involved as of date of delivery, and on Contractor’s 
current standard terms and conditions of sale at time of purchase, 
a quantity of aluminum equal to Twenty-Five (25) per cent of the 
annual capacity of the additional facilities, provided, however, 
that the obligation to make sales under this paragraph is limited 
to those purchasers who, at least ninety (90) days in advance of 
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Contractor’s production year, make firm purchase commitments 
with Contractor for specific quantities for such production year. 
Said aluminum will be offered on a first-come first-served basis, 
except that in the event Contractor for any year receives orders 
in excess of such Twenty-Five (25) per cent, nothing herein shall 
prohibit Contractor from reducing the quantity of any order 
which it considers disproportionately large in relation to the 
other orders it has received from other customers for such year 
under this ARTICLE. Nothing contained in this ARTICLE shall 
require Contractor to operate the additional facilities, but Con- 
tractor shall be obligated to make available a quantity equal to 
twenty-five (25) per cent of the capacity of such additional facil- 
ities whether or not said facilities are actually operated. It is 
understood and agreed that (a) the Government may enforce 
this provision in its own name, by first seeking specific perform- 
ance, and in the event the court decides that no equitable remedy 
lies, then the Government may sue for damages, and in that event 
the measure of damages shall be the damages to non-integrated 
users affected but not including consequential damages, and 
(b) only the Government may enforce this provision, and no 
third party shall have any right whatever to enforce this provision, 
either in its own right or by derivative right from the Government. 


ARTICLE VII 


PAYMENT FOR ALUMINUM DELIVERED TO THE GOVERNMENT 


Contractor shall be paid by the Government for all aluminum 
delivered and accepted upon the submission of properly certified 
invoices or vouchers. Such invoices or vouchers may be submitted 
to the Government upon each delivery of aluminum. 


ARTICLE VIII 
Force MAJEURE 


The time for performance by Contractor of its obligations 
under the provisions of this Contract relating to the construc- 
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tion of the additional facilities, to the production and delivery 
of aluminum from such additional facilities, or to the operation 
of such additional facilities, shall be extended at the option of 
Contractor and upon the terms and conditions set forth in the 
following provisos, by a time or times equivalent to any delays, 
interruptions or cessations occasioned by force majeure (herein 
defined as any cause which is beyond the reasonable control of 
and not due to the fault or negligence of Contractor, including 
without limitation, acts of God, strikes, fire, storm, sabotage, acts 
of war or public enemy, priority or allocation requirements or 
other acts of the Federal Government and inability of Contractor 
to obtain at any time sufficient power under reasonable conditions 
and at reasonable rates to operate the additional facilities at 
capacity, over and above any power obtained to operate Con- 
tractor’s existing aluminum reduction facilities in the Pacific 
Northwest at capacity, it being recognized for purposes of this 
ARTICLE VIII that the additional facilities can only be operated 
economically with power supplied by Bonneville Power Adminis- 
tration or by other sources at rates equivalent to Bonneville 
Power Administration’s then prevailing rates to industrial users 
for hydro-electric power, and that at the present time such power 
may be available only on an interruptible basis) ; provided, that 
within ten (10) days after Contractor determines that in Con- 
tractor’s judgment a particular force majeure occurrence may 
result in a major delay in the performance of this Contract, Con- 
tractor shall give to the Administrator written notice thereof, 
together with a statement setting forth the facts evidencing force 
majeure, and at the conclusion of the duration of each such force 
majeure, Contractor shall; within ten (10) days thereafter, give 
to the Government written notice of the termination of such force 
majeure, and further provided that at the end of each six-month 
period, the first six-month period to begin with the date of execu- 
tion of this Contract, Contractor shall give to the Government 
written notice of the occurrence of each force majeure not reported 
under the foregoing proviso, together with written notice of the 
termination of each such force majeure as shall have terminated 
within such six-month period. 
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It is understood that to such extent as may be mutually satis- 
factory to the parties and agreed in advance, Contractor may, 
during periods of power shortage, shut down or reduce operations 
at its existing Mead potlines or at its Tacoma, Washington reduc- 
tion plant, in lieu of shutting down or reducing operations at the 
additional facilities covered by this contract, and that in such 
event production from the additional facilities covered by this 
contract may, if so agreed, to the extent of the reduction in output 
at Contractor’s other Mead or Tacoma facilities resulting from 
such shutdown or reduction of operations, be deemed to be pro- 
duction from such other Mead or Tacoma facilities. 


ARTICLE IX 


TERMINATION 
























The Government shall have the right to terminate this contract 
for its convenience effective at any time when or after the addi- 
tional facilities have, subsequent to the date of completion of 
construction, produced Ninety Thousand (90,000) short tons of 
aluminum. Said right of the Government to terminate this Con- 
tract may be exercised at any time after the completion of con- 
struction of the additional facilities by delivery to Contractor of 
a notice that said termination shall become effective upon the 
production of a specified number of tons (not less than Ninety 
Thousand (90,000) ) from the additional facilities. Upon delivery 
of said notice to Contractor, this Contract shall thereafter termi- 
nate when the specified number of tons shall have been produced; 
provided that in no event shall this Contract terminate less than 
ninety (90) days after delivery of said notice to Contractor. If 
the Government has not previously delivered said notice of 
termination to Contractor, Contractor shall give six (6) months’ 
notice to the Government of the estimated date as of which Ninety 
Thousand (90,000) tons shall have been produced from the addi- 
tional facilities after the completion of construction. 

The termination of this Contract as provided in this Article 
shall not have the effect of cancelling or terminating any order 
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placed by the Government for aluminum pursuant to ARTICLE 
III(a) hereof or any tenders made by Contractor to the Govern- 
ment pursuant to ARTICLE III(c) before the effective date of 
termination, to the extent that production of such aluminum has 
been effected prior to such effective date of termination. 


ARTICLE X 
ADMINISTRATOR AND GENERAL SERVICES ADMINISTRATION 


As used herein, the term “Administrator” means the Admini- 
strator of General Services and his successors in function, and 
the term “General Services Administration” means the General 
Services Administration, United States Government, and said 
Administration’s successors in function. 


ARTICLE XI 
PERFORMANCE BY SUBSIDIARIES 


All or any part of the obligations of Contractor under this 
Contract may be performed by and in the name of any wholly- 
owned domestic subsidiary corporation or corporations of Con- 
tractor, and operations outside of the United States, its territories 
and possessions by domestic or foreign subsidiaries, provided, that 
Contractor guarantees such performance, and in such event at 
Contractor’s request, any payment with respect to such portion of 
this Contract so performed by the subsidiary shall be made to such 
subsidiary. It is further understood that Contractor may conduct 
its sales of aluminum through its sales subsidiary corporation or 
corporations and that in such event, for the purposes of this 
Contract, the published prices of such subsidiary sales corpora- 
tion or corporations or of Contractor, whichever shall be lower, 
shall be deemed the published prices of Contractor, and sales by 
such sales subsidiary corporation or corporations shall be consid- 
ered the sales of Contractor. 
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ARTICLE XII 
POINTS AND TERMS OF DELIVERY 


Contractor shall deliver aluminum to the Government at the 
delivery point within the continental United States specified in 
each order of the Government given pursuant to the terms of this 
Contract. Such delivery point may be f. o. b. point of origin (or 
shipping point) ; f. o. b. Contractor’s plant (warehouse or other 
facility) point of origin (or shipping point) ; f. o. b. point of origin 
(or shipping point), freight prepaid; f. o. b. point of origin (or 
shipping point), freight allowed; f. o. b. destination; or f. o. b. 
destination within buyer’s premises; provided, that such delivery 
point is in accordance with Contractor’s standard terms and con- 
ditions applicable to the contract price in effect at the time of 
delivery. A delivery point other than in accordance with Con- 
tractor’s standard terms and conditions applicable to the contract 
price in effect at time of delivery may be specified upon the mutual 
consent of the parties. Contractor shall be responsible for each 
shipment of aluminum covered by this Contract until it is deliv- 
ered at the designated delivery point, regardless of the point of 
inspection. When delivery at that point has been effected, then all 
risk of loss, including without limitation claims for losses and 
damages in connection with care and handling of the metal 
thereafter, shall be deemed to have passed from Contractor to the 
Government. 


ARTICLE XIII 
INSPECTION 


(a) All aluminum delivered to the Government pursuant to 
this Contract shall be subject to inspection and test by the Govern- 
ment, to the extent practicable at all times and places including 
the period of manufacture, and in any event prior to final ac- 
ceptance. 


(b) In case any such aluminum is defective in material or 
workmanship or otherwise not in conformity with the require- 
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ments of this Contract, the Government shall have the right either 
to reject it (with or without instruction as to its disposition), or 
to require its replacement. Aluminum which has been rejected 
or required to be replaced shall be removed, as requested by the 
Administrator or his duly authorized representative, by and at the 
expense of Contractor promptly after notice, and shall not again 
be tendered for acceptance unless the former tender and either the 
rejection or requirement of replacement is disclosed. If Con- 
tractor fails to promptly remove such aluminum when requested 
by the Administrator or his duly authorized representative, and to 
proceed promptly with the replacement thereof, the Government 
at its option may (1) by contract or otherwise replace such 
aluminum and charge to Contractor the cost occasioned the Gov- 
ernment thereby, or (2) terminate the right of Contractor to make 
delivery of the amount of aluminum so rejected for default, or (3) 
accept the aluminum so rejected at an appropriate reduction of the 
contract price. 


(c) If any inspection or test is made by the Government on 
the premises of Contractor, Contractor without additional charge 
shall provide all reasonable facilities and assistance for the safety 
and convenience of the Government inspectors in the performance 


of their duties. If Government inspection or test is made at a 
point other than the premises of Contractor, it shall be at the 
expense of the Government, provided, that in case of rejection the 
Government shall not be liable for any reduction in value of 
samples used in connection with such inspection or test. All in- 
spections and tests by the Government shall be performed in such 
a manner as not to unduly delay the work. The Government re- 
serves the right to charge to Contractor any additional cost of 
Government inspection and test when aluminum is not ready at 
the time such inspection and test is requested by Contractor. 
Final acceptance or rejection of the aluminum shall be made 
within thirty (30) days after delivery; but failure to inspect and 
accept or reject aluminum shall neither relieve Contractor from 
responsibility for such aluminum as is not in accordance with the 
contract requirements nor impose liability on the Government 
therefor. 
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(d) The inspection and test by the Government of any 
aluminum sold hereunder or lots thereof does not relieve Con- 
tractor from any responsibility regarding defects or other failures 
to meet the contract requirements which may be discovered prior 
to final acceptance. Except as otherwise provided in this Con- 
tract, final acceptance shall be conclusive except as regards latent 
defects, fraud, or such gross mistakes as amount to fraud. 


(e) Contractor shall provide and maintain an inspection 
system acceptable to the Government covering the aluminum sold 
hereunder. Records of all inspection work by Contractor shall 
be kept, complete and available to the Government during the per- 
formance of this Contract and for three (3) years thereafter. 


ARTICLE XIV 
Buy AMERICAN ACT 


Contractor agrees that there will be delivered under this Con- 
tract only such unmanufactured articles, materials, and supplies 
(which term “articles, materials, and supplies” is hereinafter re- 
ferred to in this Article XIV as “supplies” ) as have been mined or 
produced in the United States, and only such manufactured sup- 
plies as have been manufactured in the United States substantially 
all from supplies mined, produced, or manufactured, as the case 
may be, in the United States. Pursuant to the Buy American Act 
(41 U. 8. Code 10 a-c), the foregoing provision shall not apply (i) 
with respect to supplies excepted by the Administrator from the 
application of that Act, (ii) with respect to supplies for use out- 
side the United States, (iii) with respect to the supplies to be 
delivered under this Contract, which are of a class or kind deter- 
mined by the Administrator or his duly authorized representative 
not to be mined, produced, or manufactured, as the case may be 
in the United States in sufficient and reasonably available com- 
mercial quantities and of a satisfactory quality, or (iv) with 
respect to such supplies, from which the supplies to be delivered 
under this Contract are manufactured, as are of a class or kind 
determined by the Administrator or his duly authorized repre- 
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sentative not to be mined, produced, or manufactured, as the case 
may be, in the United States in sufficient and reasonably available 
commercial quantities and of a satisfactory quality, provided, 
that this exception (iv) shall not permit delivery of supplies 
manufactured outside the United States if such supplies are 
manufactured in the United States in sufficient and reasonably 
available commercial quantities and of a satisfactory quality. 

The Administrator hereby determines for the purpose of this 
Contract that bauxite for the manufacture of primary aluminum 
is not mined, produced or manufactured, as the case may be, in 
the United States in sufficient and reasonably available commer- 
cial quantities and of a satisfactory quality. 


ARTICLE XV 
Prison LAaBor Not To BE EMPLOYED 
In connection with the performance of work under this Con- 


tract, Contractor agrees not to employ any person undergoing 
sentence of imprisonment at hard labor. 


ARTICLE XVI 


THE E1ient-Hour LAW oF 1912 


This Contract, to the extent that it is of a character specified 
in the Eight-Hour Law of 1912 as amended (40 U. 8S. Code 324- 
326) and is not covered by the Walsh-Healey Public Contracts 
Act (41 U. 8. Code 35-45), is subject to the following provisions 
and exceptions of said Eight-Hour Law of 1912 as amended, and 
to all other provisions and exceptions of said Law: 


No laborer or mechanic doing any part of the work con- 
templated by this Contract, in the employ of Contractor or any 
sub-contractor contracting for any part of the said work, shall 
be required or permitted to work more than eight hours in any 
one calendar day upon such work, except upon the condition 
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that compensation is paid to such laborer or mechanic in ac- 
cordance with the provisions of this clause. The wages of 
every such laborer and mechanic employed by Contractor or 
any subcontractor engaged in the performance of this Con- 
tract shall be computed on a basic day rate of eight hours per 
day; and work in excess of eight hours per day is permitted 
only upon the condition that every such laborer and mechanic 
shall be compensated for all hours worked in excess of eight 
hours per day at not less than one and one-half times the basic 
rate of pay. lor each violation of the requirements of this 
clause a penalty of five dollars shall be imposed upon Con- 
tractor for each such laborer or mechanic for every calendar 
day in which such employee is required or permitted to labor 
more than eight hours upon said work without receiving com- 
pensation computed in accordance with this clause; and all 
penalties thus imposed shall be withheld for the use and benefit 
of the Government. 


ARTICLE XVII 


THE WALSH-HEALEY AcT 
















If this Contract is for the manufacture or furnishing of ma- 
terials, supplies, articles, or equipment in an amount which exceeds 
or may exceed $10,000 and is otherwise subject to the Walsh- 
Healey Public Contracts Act as amended (41 U. S. Code 35-45), 
there are hereby incorporated by reference all representations and 
stipulations required by said Act and regulations issued there- 
under by the Secretary of Labor, such representations and stipu- 
lations being subject to all applicable rulings and interpretations 
of the Secretary of Labor which are now or may hereafter be in 
effect. 


ARTICLE XVIII 


No DISCRIMINATION IN EMPLOYMENT 






In connection with the performance of work under this Con- 
tract, Contractor agrees not to discriminate against any employee 
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or applicant for employment because of race, creed, color, or 
national origin; and further agrees to insert the foregoing pro- 
visions in all subcontracts hereunder except subcontracts for 
standard commercial supplies or for raw materials. 


ARTICLE XIX 


MEMBERS OF CONGRESS 


No member of or delegate to Congress, or resident com- 
missioner, shall be admitted to any share or part of this Contract, 
or to any benefit that may arise therefrom; but this provision 
shall not be construed to extend to this Contract if made with a 
corporation for its general benefit. 


ARTICLE XX 
SOLICITATION 


Contractor warrants that no person or selling agency has been 
employed or retained to solicit or secure this Contract upon an 
agreement or understanding for a commission, percentage, broker- 
age, or contingent fee, excepting bona fide employees or bona fide 
established commercial or selling agencies maintained by Con- 
tractor for the purpose of securing business. For breach or 
violation of this warranty, the Government shall have the right to 
annul this Contract without liability or in its discretion to deduct 
from the contract price or consideration the full amount of such 
commission, percentage, brokerage, or contingent fee. 


ARTICLE XXI 


PERFORMANCE DURING DISPUTES 


In the event of any dispute arising under this Contract, Con- 
tractor shall, notwithstanding the pendency of such dispute, dil- 
igently proceed with the performance of this Contract. 
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EXHIBIT A 


KAISER ALUMINUM & CHEMICAL CORPORATION 
1625 Eye Street N. W. 
Washington 6, D. C. 


July 31, 1952 


Mr. Irving Gumbel 

Assistant Administrator 
General Services Administration 
Washington 25, D. C. 


Dear Mr. Gumbel: 


For some time we have been discussing with you and with 
Mr. Byron Harding some minor changes in the Chalmette No. 1 
supply contract and in the letter supply contracts covering the 
expansion of our Mead and Tacoma plants. On July 22nd, we 
submitted to Mr. Harding draft letter agreements incorporating 
these changes. Because of the pressure of more urgent duties, it 
has not yet been possible for Mr. Harding to complete his review 
of these drafts. 


Meanwhile, some of the situations which the proposed amend- 
ments were designed to anticipate have already occurred, and 
others are about to occur in the very near future. For example, 
the expanded facilities at our Mead plant have already started 
production, requiring the taking of certain steps in the event 
that this contract is changed in the manner described below. 

Accordingly, pending further action by Mr. Harding on the 
drafts submitted to him, we would appreciate it if you would con- 
firm that General Services Administration and Kaiser Aluminum 





. 
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& Chemical Corporation have agreed in principle on amendments 
of the above contracts which would have the following effects: 


1. 


Provide that the six-month periods at Chalmette, Mead and 
Tacoma will begin on April 1 and October 1 of each year, 
with the first period running from the date of completion 
of construction to the following April 1 or October 1, 
unless this period is less than three months in which case 
the first period will run an additional six months. Since 
the periods under Chalmette Contract No. 2 are already 
conformed to whatever the periods may be under Chalmette 
Contract No. 1, no amendment of Chalmette Contract 
No. 2 is required. 


Provide that the obligation to offer to non-integrated users 
for the period ending March 31, 1953 would be waived at 
all three plants, unless the Government removes allocation 
controls on aluminum before that date, in which case an 
offer would be made on reasonable notice for the remainder 
of the period. 


Convert the Mead and Tacoma contracts to a “put-and- 
take” basis, eliminating the advance payment. 


Waive the Government’s right to notice before the new 
facilities at Mead and Tacoma are completed, as well as 
the Government’s right to purchase metal produced at 
these plants through March 31, 1953. The waiver shall 
become inoperative effective one month after the date of 
termination or suspension of controls. 


It is, of course, understood that within the spirit of this 
agreement in principle, both parties are free to propose necessary 
changes in the proposed draft amendments so as to carry out the 
intent of the parties. 





ALUMINUM INDUSTRY 


Can you please indicate your agreement with the foregoing 
by signing and returning the enclosed copy of this letter. 


Sincerely, 
KAISER ALUMINUM & CHEMICAL CORPORATION 
By /s/ DONALD BROWNE 
Donald Browne 


Vice President and Treasurer 


Accepted Aug. Ist, 1952 


GENERAL SERVICES ADMINISTRATION 


By /s/ IRVING GUMBEL 
Irving Gumbel 
Assistant Administrator 
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EXHIBIT B 


KAISER ALUMINUM & CHEMICAL CORPORATION 
1625 Eye Street N. W. 
Washington 6, D. C. 


Mr. Irving Gumbel January 23, 1953 
Assistant Administrator 

General Services Administration 

Washington 25, D. C. 


Dear Mr. Gumbel: 


Please refer (1) to the Contracts No. GS-OOP(D)-12006, 121438, 
12192 and 12213 between the Government and Kaiser Aluminum 
& Chemical Corporation, covering the production of our Chal- 
mette, Louisiana plant (Step 1 and Step 2) and of the expanded 
facilities at our Tacoma, Washington and Mead, Washington 
plants, and (2) to the letter agreement between us dated July 31, 
1952, accepted by the Government August 1, 1952. 


Under these supply contracts and the above mentioned letter 
agreement, we are required to publish, beginning January 31, 
1953, notices of offers to sell to non-integrated users aluminum 
to be produced during the period April 1—September 30, 1953 
at the facilities covered by Contracts No. GS-OOP(D)-12006 
(Chalmette Step 1), 12192 (Tacoma) and 12213 (Mead). In ad- 
dition, we shall be required to publish a notice offering aluminum 
to be produced under Contract No. GS-OOP(D)-12143 (Chal- 
mette Step 2) from April 1, 1953 through the date of completion 
of the additional facilities. 


By your letter of February 5, 1952, the Government waived the 
requirement that we publish a notice of offer to non-integrated 
users of production under Contract No. GS-OOP(D)-12006 be- 
fore the date of completion of the facilities. Similarly, by our 
letter agreement of July 31, 1952, accepted August 1, 1952, the 
Government agreed that the obligation to make such offer would 
be waived at all of our plants for the period ending March 31, 
1953, unless the Government removed allocation controls on 
aluminum before that date. 
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These waivers were granted because offers to non-integrated users 
during the period when allocation controls were in effect would 
not only have been ineffective, in the sense that the company could 
not honor any of the orders made pursuant to those offers in the 
face of conflicting allocation directives, but also because such 
offers would have been confusing to purchasers of aluminum and 
would prejudice the smooth functioning of the allocation program. 
Since those same considerations will apply with equal force in the 
event that allocation controls on aluminum continue in effect 
beyond March 31, 1953, we propose that we be relieved of the 
duty to make offers to non-integrated users of aluminum pro- 
duced under any of the four supply contracts until such time as 
allocation controls on aluminum pig and ingot are removed. 
Upon the expiration of controls, we shall publish the required 
notices beginning fifteen days after the date of termination of 
controls, said notices to cover aluminum pig and ingot to be 
produced beginning thirty days after the termination of such 
controls. 


It is understood that if you agree to this proposal it will be 
incorporated in suitable amendments to the Chalmette No. 1 and 
Chalmette No. 2 contracts, and in the formal supply contracts 
covering production from the additional facilities at our Mead 
and Tacoma plants. 


Would you please indicate your agreement with the foregoing by 
signing and returning the enclosed copy of this letter. 


Very truly yours, 
KAISER ALUMINUM & CHEMICAL CORPORATION 


By /s/ CHAD F. CALHOUN 
Chad F. Calhoun 
Vice President 
ACCEPTED: Jan 29, 1953. 


GENERAL SERVICES ADMINISTRATION 


By /s/ JESS LARSON 
Administrator of General Services 
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EXHIBIT C 


GENERAL SERVICES ADMINISTRATION 


Emergency Procurement Service 


Washington 25, D. C. 
June 15, 1953 


Kaiser Aluminum & Chemical Corporation 
1625 Eye Street, N. W. 
Washington, D. C. 


Gentlemen: 


Please refer to the following contracts between GSA and 
Kaiser Aluminum & Chemical Corporation: 


(A) GS-OOP(D)-12006, as amended (Chalmette Step 1). 
(B) GS-OOP(D)-12148, as amended (Chalmette Step II). 
(C) GS-OOP(D)-12213, as amended (Mead 8th Line). 

(D) GS-OOP (D)-12192, as amended (Tacoma Expansion). 
(E) GS-OOP(D)-12254, as amended (Chalmette Speed Up). 


During the period of allocation controls on aluminum the 
Government waived the obligation of the contractors to make 
offers of primary aluminum to non-integrated users as provided 
in the first four contracts listed above. Civilian allocation con- 
trols on aluminum are now scheduled to terminate on June 30, 
1953. 

The Government and the contractors recently reached certain 
understandings with respect to the procedures to be followed 
for purchases by the Government and by non-integrated users 
of primary aluminum produced at the new facilities during the 
period July 1, 1953, through September 30, 1953. This letter is 
intended to confirm our agreement on such procedures for that 
period. 

Calculations as to the quantity of primary aluminum to be 
made available to non-integrated users out of production for the 
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period July 1, through September 30, 1953, under the above- 
mentioned contracts shall be made on and in accordance with 
the provisions of the Report Form which is attached hereto as 
Exhibit “A”. The computations in your report shall include the 
production under Contract GS-OOP(D)-12254, the Chalmette 
Speed Up Contract. 

The above-mentioned report submitted by you today indicates 
that the quantity of primary aluminum contracted to be sold by 
you to non-integrated users from the third quarter, 1953 produc- 
tion, equals the amount required to be sold to non-integrated users 
under the provisions of the above-mentioned contracts. You are, 
therefore, relieved of any duty to offer any such production to 
non-integrated users by public advertisement, provided, of course, 
that the figures included in the report are accurate. 

All primary aluminum purchased from your company by the 
Government for the national stock pile under priority and alloca- 
tion orders for the third calendar quarter of 1953 shall be deemed 
to be metal produced under Contract GS-OOP(D)-12254, as 
amended (Chalmette Speed Up), up to the total production under 
such contract during said period, and any remainder so pur- 
chased by the Government shall be deemed to be metal produced 
under one or more of the other contracts mentioned above. 

I hope that we may very shortly give further consideration 
to procedures for the handling of offers to non-integrated users 
and purchases by the Government under the referenced contracts 


with respect to aluminum to be produced snbsequent to Septem- 
ber 30, 1953. 


If you are in agreement with the foregoing, please sign and 
return to me the original and one copy of this letter. 


Very truly yours, 


/8/ A J WALSH 
A. J. Walsh 


Commissioner 
AGREED June 15, 1953 


KAISER ALUMINUM & CHEMICAI CORPORATION 


By /s/ CHAD F. CALHOUN 
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REPORT ON ALUMINUM AVAILABLE FOR 
NON-INTEGRATED USERS 


Company Rentating: ..<... cassis ceceben. ool Period. ....... Ris Sees cs 
POUNDS 


1. Total estimated production from all 
new supply contract facilities dur- 
ing period (including all metal pro- 
duced from new facilities covered by 
Government purchase contracts, 
premium price or otherwise) 


(List amount for each contract 
separately ) 


2. Percentage of company’s total esti- 
mated production during period 
represented by estimated production 
from new facilities ( %o) 


3. Estimated quantity of all priority 
and allocation orders (including 
CMP carry-over) which company 
will be required to deliver during 
period under Order M-SA etc. (in- 
cluding orders for semi-fabricated 
and primary products but excluding 
orders for primary deducted under 
Items 7 and and 9 below, and ex- 
cluding orders for secondary) all in 
equivalent pounds of aluminum 
pig Ibs. 


4. Deduct percentage (Item 2 above) 
of priority and allocation orders 
(Item 3 above) allocable to new 
facilities 


5. Remainder subject to provisions 
of Article III(a) and (b) of sup- 
ply contracts 


6. 6634% of Item 5 
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POUNDS 


Deduct Government purchases for 
period under supply contracts (ex- 
cept purchases for resale under 
Chalmette Speed Up, Rockdale 
Speed Up and Longview contracts), 
and stockpile directives based on 
production from new facilities 


Remainder available for non-inte- 
grated users 


Deduct estimated quantity of pig, 
ingot and billet covered by con- 
tracts with customers who are non- 
integrated users 


Remainder to be offered to non- 
integrated users by public advertise- 
ment 


Adjustments of estimates for sec- 
ond preceding period: 


(a) Adjustment of production: 


(1) Total estimated produc- 
tion during second preced- 
ing period (Item 1 of 
report for second preced- 
ing period ) 


Actual production during 
second preceding period 


Difference between esti- 
mated and actual produc- 
tion 


(4) 6624% of Item 11(a) (3) 


(b) Adjustment of priority orders: 


(1) Estimated quantity of pri~ 
ority and allocation orders 
for second preceding per- 
iod allocable to new facil- 
ities (ltem 4 of report for 
second preceding period) 
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POUNDS 


(2) Deduct actual quantity of 
priority and allocation de- 
liveries for second preced- 
ing period allocable to 
new facilities 


(3) Difference between esti- 
mated and actual quantity 


(4) 6634% of Item 11(b) (3) 


(c) Adjustment of estimated con- 
tract deliveries: 


(1) Estimated quantity of pig, 
ingot and billet covered by 
contracts of customers 
who are non-integrated 
users during second pre- 
ceding period (Item 9 of 
report for second preced- 
ing period) 


(2) Actual quantity of pig, 
ingot and billet delivered 
under such contracts, or 
to other non-integrated 
users, during second pre- 
ceding period 


(3) Difference between esti- 
mated and actual quantity 


(d) Net adjustment of Items 11 
(a), (b) and (c) above 


12. Add (or deduct net adjustment for 
second preceding period* 


13. Adjusted remainder to be offered 
to non-integrated users by public 
advertisement 


*—Add if estimated quantity for second preceding period exceeds actual ; 
Deduct if actual exceeds estimated. 


(6486) 
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Cuntrarct 


BETWEEN 


UNITED STATES OF AMERICA 


KAISER ALUMINUM & CHEMICAL CORPORATION 


Executed May » 1954 


As of February 28, 1952 
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CONTRACT 


THIS CONTRACT, entered into as of the 28th day of 
February, 1952, by the UNITED STaTES OF AMERICA, herein called 
the Government, acting through the Administrator of General 
Services, herein called the Administrator, and KAiserR ALUMINUM 
& CHEMICAL CORPORATION, a corporation existing under the laws 
of the State of Delaware, herein called Contractor. 


WITNESSBTH: 


ARTICLE I 


SALE AND PURCHASE OF ALUMINUM 


Subject to the terms and conditions hereof, Contractor agrees 
to produce and to sell Forty-one Thousand (41,000) short tons 
of Two Thousand (2,000) pounds each, of primary aluminum 
pig, which primary aluminum, herein called the “additional pro- 
duction,” shall be of minimum grade of ninety-nine per cent 
(99%) aluminum. Contractor will produce such aluminum from 


facilities which Contractor agrees hereafter to construct, herein 
called the “additional facilities.” Said production and sale shall 
commence upon the date of the completion of construction of such 
additional facilities, and shall reach and continue at a rate of 
approximately Eight Thousand Two Hundred (8,200) short tons 
per year as soon as possible after said completion of construction, 
and shall be completed within a period of five (5) years from the 
date when the additional facilities have reached production at 
their designed capacity of approximately Eight Thousand Two 
Hundred (8,200) short tons per year, unless otherwise terminated 
by the Government in accordance with the provisions of this 
contract. The times specified in the preceding sentence shall be 
subject to occurrences of force majeure as provided in ARTICLE 
VIII hereof. 
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Since the additional production will be obtained from the 
enlargement and improvement of Contractor’s existing potlines 
at the Tacoma reduction plant, and since said enlargement and 
improvement will increase the capacity of said plant by Eight 
Thousand Two Hundred (8,200) short tons per year, or approxi- 
mately Twenty-Six percent (26%) of the total capacity of said 
plant after enlargement and improvement, the additional pro- 
duction shall be deemed to be Eight Thousand Two Hundred 
(8,200) short tons per year (and proportionate amounts in 
greater or lesser periods) produced from the two potlines now in 
existence at Contractor’s Tacoma Plant; provided that such 
quantity shall be reduced (but not below zero) at Contractor’s 
option: (a) by the quantity of aluminum, up to the capacity of the 
additional facilities, Contractor is unable to produce at its 
Tacoma plant during any period by reason of force majeure 
inability to obtain purchased power, as defined in ARTICLE VIII 
hereof; and (b) by Twenty-Six percent (26%) of the production 
which contractor is unable to produce at its Tacoma plant during 
any period by reason of force majeure occurrences other than 
inability to obtain purchased power, as defined in ARTICLE VIII 
hereof. 

Contractor hereby certifies that the additional facilities first 


reached production at their designed capacity of approximately 
Eight Thousand Two Hundred (8,200) short tons per year on 
March 1, 1953. 


ARTICLE II 
CONSTRUCTION OF ADDITIONAL FACILITIES 


Contractor shall proceed without delay to acquire and con- 
struct the additional facilities for the production of said alu- 
minum. The additional facilities hereinbefore referred to shall 
consist generally of additions to and alterations of Contractor’s 
Tacoma, Washington aluminum reduction plant for the purpose 
of enlarging the productive capacity of the pots, and such auxil- 
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iary facilities as Contractor may consider necessary for the addi- 
tional production. It is agreed that the date of completion of 
said additional facilities, originally intended to be August 31, 
1952, was extended to November 20, 1952, by reason of force 
majeure. 


ARTICLE III 
DISPOSITION OF PRODUCTION FROM ADDITIONAL FACILITIES 


Subject to priority delivery as may be required pursuant to 
law, the additional production shall be disposed of as follows: 


(a)(1) The Government may require Contractor to sell 
to it, at the price provided in ARTICLE IV(b) hereof, all or any 
of the additional production for the six-month period begin- 
ning April 1, 1953 and for each subsequent six-month period 
of the contract. (The Government has waived its right to 
purchase the additional production through March 31, 1953.) 
At least ninety (90) days prior to the beginning of each period, 
the Government shall give notice in writing to Contractor of 
the amount of aluminum it elects to purchase from the pro- 
duction of the additional facilities for such period, and such 
notice shall be a firm order for the purchase of the quantities 
stated. If no notice is given within the times herein provided, 
Contractor shall be under no obligation to deliver aluminum 
to the Government during the relevant six-month period. 


(2) The Government shall in each notice specify the 
amount of aluminum it desires to have comply with the latest 
National Stock Pile Material Purchase Specification in effect 
on the effective date of this contract, provided that the Govern- 
ment may not order more than One Thousand Three Hundred 
Sixty-six (1,366) short tons of aluminum meeting the Stock 
Pile Specification in any six-month period, or proportionate 
amounts in greater or lesser periods. 


(3) It is the intent of the parties that the Administrator 
will exercise the Government’s right to purchase aluminum 
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under this ArTICcLE III(a) so as to purchase approximately 
equal percentages of the additional production produced by 
Contractor, by Aluminum Company of America and by Reyn- 
olds Metals Company, respectively, pursuant to aluminum 
supply contracts in effect at the time of such purchases, under 
the Government’s entire program of expanded aluminum pro- 
duction, and the Administrator agrees that, insofar as prac- 
ticable, the Government will not purchase from Contractor 
under this ArTICLE III(a) quantities which are proportion- 
ately larger, in relation to Contractor’s portion of the entire 
program of expanded aluminum production, then under con- 
tract with the Government, than the quantities being pur- 
chased from such other companies; provided, that the Govern- 
ment shall not be obligated to undergo any price disadvantage 
by reason of the provisions of this subparagraph. 


(b)(1) The quantity, if any, by which the Government’s 
purchases during any six-month period fall short of two-thirds 
of the reasonably estimated additional production for such 
period, shall be offered. and made available by Contractor for 
sale to non-integrated users in pig, ingot or billets at the price 
provided for in ArTICLE [V(a) hereof. As used in this Con- 
tract, the term “non-integrated user” shall mean any manufac- 
turer, fabricator, finisher or producer in the United States who 
is not a producer of primary aluminum or an affiliate or sub- 
sidiary of such a producer, and who is purchasing such alumi- 
num for his own manufacturing, fabricating, finishing or 
producing operations. Said offer shall be made for at least 
thirty (30) days, and shall be made by publishing a notice in 
“The American Metal Market” or by such other method as 
Contractor and the Administrator may mutually agree upon. 
Such notice shall advise that said aluminum is for sale and 
that such non-integrated users may submit orders for the 
purchase thereof during the period of thirty (30) days from 
the date of the first publication of the notice. Such notice 
shall be published in each edition for two weeks, commencing 
at least sixty (60) days prior to the beginning of each period. 
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It is recognized that because of allocation controls Con- 
tractor was relieved of the duty to publish the above notice 
or notices and to make the above offer or offers to non-inte- 
grated users of aluminum produced through June 30, 1953, 
pursuant to a letter agreement dated July 31, 1952, accepted 
August 1, 1952, and a further letter agreement dated January 
23, 1953, accepted January 29, 1953; and that Contractor’s 
duty to make such offer for the balance of the period ending 
September 30, 1953, is subject to the provisions of a letter 
agreement dated and accepted June 15, 1953; copies of said 
letter agreements being attached to this Contract as Exhibits 
A, B, and C. 

All orders shall be subject to Contractor’s acceptance, to 
Contractor’s approval of the credit of the purchaser and to 
Contractor’s standard terms and conditions of sale then in 
effect. Subject to the provisions of the foregoing sentence, 
Contractor shall accept on a first-come first-served basis suf- 
ficient orders from non-integrated users to equal the quantity 
thus offered for sale, as above provided, but thereafter shall 
have no obligation to accept any further orders from non-inte- 
grated users for the period. Nothing herein shall prohibit 
Contractor, whenever the orders exceed the quantity offered 
for sale, from reducing the quantity of any order which it 
considers disproportionately large in relation to the other 
orders it has received from other non-integrated users for such 
period. If, pursuant to the terms of this Article, the amount 
of aluminum which Contractor is obligated to offer for sale 
to such non-integrated users is zero, then Contractor need not 
publish the notice or make the offer to non-integrated users 
referred to above. 


It is understood and agreed that (a) the Government may 
enforce this provision in its own name, by first seeking specific 
performance, and in the event the court decides that no equit- 
able remedy lies, then the Government may sue for damages, 
and in that event the measure of damages shall be the damages 
to non-integrated users affected but not including consequen- 
tial damages, and (b) only the Government may enforce this 
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provision, and no third party shall have any right whatever 
to enforce this provision, either in its own right or by 
derivative right from the Government. 


(2) It is recognized that Contractor has made and intends 
in the future to make contracts with such of its customers who 
are non-integrated users for the delivery of aluminum pig, 
ingots and billets which may be produced from the additional 
facilities. The maximum quantity of aluminum which Con- 
tractor may be obligated to deliver pursuant to such commit- 
ments for any applicable period may be deducted from the 
quantity which Contractor is obligated to make available to 
other non-integrated users for such period under this sub- 
paragraph (b), provided that Contractor may not so deduct 
any quantities to be delivered pursuant to any contract which 
requires Contractor to deliver in excess of Five Hundred 
Thousand (500,000) pounds of aluminum per month to the 
purchaser unless such contract shall have been approved by 
the Administrator. The Administrator shall be deemed to 
have approved any such contract unless he disapproves the 
same and so notifies Contractor in writing within fifteen (15) 
days after written notice has been received by him of the terms 
of such contract. Any quantity so deducted by Contractor 
and not actually delivered pursuant to such contracts, and 
not delivered to other non-integrated users during such period, 
shall be added to the quantity which Contractor is obligated 
to offer to non-integrated users during the subsequent period. 


(3) If, after receiving the notice from the Government of 
the amount of aluminum it elects to purchase as provided in 
subparagraph (a) hereof, Contractor finds that the quantity 
ordered by the Government for any such period is such that 
it may be impossible for Contractor to fulfill its prior com- 
mitments to such other customers as are non-integrated users, 
Contractor may advise the Administrator of such fact. The 
Administrator shall thereupon review the quantity ordered by 
the Government and if under all of the circumstances the 
Administrator considers it advisable, he may reduce the quan- 
tity ordered by the Government. 
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(c) Any quantity of the additional production not dis- 
posed of in accordance with this ARTICLE, and not otherwise 
sold or utilized by Contractor may be tendered to the Gov- 
ernment, in the form of pig only, during the period beginning 
November 20, 1952, and ending March 31, 1953, and thereafter 
during each consecutive twelve-month period, the first such 
period commencing April 1, 1953. Such tender or tenders 
shall be made during the first ten (10) days of any calendar 
month of such period and during the first ten (10) days follow- 
ing the expiration of such period, and all such tenders shall 
be deemed applicable to such period. The Government shall 
purchase the amount so tendered at the price specified in 
ARTICLE IV(b). The Government shall not be required to 
buy under this subparagraph (c) for any period specified in 
this subparagraph (c) more than the actual output of the 
additional aluminum reduction facilities during such period, 
less the quantity of such additional production disposed of in 
accordance with this ARTICLE III or otherwise sold or utilized 
by Contractor. 


(d) In no event, except as provided in ARTICLE VI, shall 
the Government be obligated to order or to purchase, or the 
Contractor be obligated to accept orders from either the 
Government or non-integrated users for an amount of alumi- 
num which, added to the prior production and sale or utiliza- 
tion by Contractor of aluminum from the additional facilities 
after the date of completion of such facilities, exceeds Forty- 
one Thousand (41,000) short tons. 


ARTICLE IV 
SALES PRICE OF ALUMINUM 


(a) The price at which aluminum pig, ingot and billets shall 


be sold to non-integrated users in accordance with ARTICLE III (b) 
shall be Contractor’s lowest published price for the grade of 
aluminum involved in effect at the time of delivery (including 
the standard terms and conditions applicable thereto). 
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(hb) The price at which aluminum pig or ingot shall be sold 
to the Government in accordance with ARTICLE III (a) and III(c) 
shall be Contractor’s lowest published price for the grade of 
aluminum involved in effect at the time of delivery (including 
the standard terms and conditions applicable thereto), provided, 
however, that if at the time of delivery the current published 
market price (including the standard terms and conditions 
applicable thereto) of either Aluminum Company of America 
or Reynolds Metals Company is lower than Contractor’s published 
price, the price to the Government shall be the lower of: (a) the 
weighted average (as defined below) of the lowest current market 
prices so published of the three present producers averaged during 
the ninety (90) days preceding the date of delivery; or (b) Con- 
tractor’s lowest published price in effect at the time of delivery 
for the corresponding grade, form, size and quantity of aluminum. 

The weighted average shall be computed on the basis of the 
existing primary aluminum capacities of the three present pro- 
ducers which for the purposes of this clause shall conclusively be 
deemed to be Kaiser Aluminum & Chemical Corporation, twenty- 
five per cent (25%) ; Aluminum Company of America, forty-five 
per cent (45%); and Reynolds Metals Company, thirty per cent 
(307% ). 

Contractor shall invoice the Government at its said published 
market price in effect at the time of delivery and grant any credits 
required by the above formula in Contractor’s first succeeding 
invoice after it becomes possible to compute such credits, which 
computation shall be promptly made. 


ARTICLE V 
RELATIONSHIP OF ADDITIONAL TO EXISTING FACILITIES 


(a) It is the intention of this Contract that the Government 
by agreeing to purchase aluminum from the additional facilities 
as herein provided, guarantees the disposition of the entire out- 
put of the additional facilities to the extent of the Forty-one 
Thousand (41,000) ton quantity specified in ArTicLE I, subject 
to its right of termination as provided in ARTICLE IX. In this 
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connection, it is recognized that Contractor now has other alum- 
inum reduction facilities in operation and in the course of con- 
struction and may in the future acquire further aluminum reduc- 
tion facilities other than those to be constructed under this 
Contract. It is understood that, except as to orders from the 
Government expressly placed pursuant to the Contract for alum- 
inum to be produced at the additional facilities to be constructed 
under this Contract, Contractor may first dispose of the produc- 
tion from such other facilities or utilize for its own purposes the 
production of such other facilities, before disposing of or utilizing 
aluminum from the additional facilities, and that, in accordance 
with ArTIcLB III(c), the Government will purchase from Con- 
tractor all of the production of the additional facilities not other- 
wise disposed of or utilized by Contractor. The Government does 
not, by this Contract, guarantee or agree to purchase production 
from other facilities. 


(b) Without affecting the rights and duties of the parties as 
set forth in the preceding subparagraph, deliveries to the Govern- 
ment under this Contract may, at Contractor’s option, be made by 
substituting aluminum produced from other facilities for alumi- 
num actually produced at the additional facilities. In such event, 
any necessary invoice adjustments shall be made so that the cost 
to the Government shall not be increased thereby. 


(c) In the event that it becomes an economic burden for Con- 
tractor to continue to operate some or all of the additional facili- 
ties, as well as its existing facilities, Contractor may petition 
the Administrator, setting forth all of the facts and asking for 
the privilege of closing down all or any portion of the additional 
facilities that it considers uneconomic and of delivering from other 
facilities the aluminum to be delivered to the Government or 
non-integrated users hereunder. Upon receipt of such petition, 
the Administrator shall give careful and due consideration to such 
request and grant such relief, if any, as he considers equitable to 
Contractor, on such terms and conditions as he may determine, 
including, but not by way of limitation, a provision that Con- 
tractor continue to make aluminum available to non-integrated 
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users in the quantities and under the terms and conditions set 
forth in ARTICLE III(b). 


Since the additional facilities will consist of enlargement and 
improvements of Contractor’s existing potlines, and since said 
enlargement and improvement will increase capacity by approxi- 
mately Twenty-Six per cent (26%) of the total capacity after 
enlargement and improvement, it will be assumed for purposes 
of this sub-paragraph (c) that the closing down of any of Con- 
tractor’s Tacoma facilities up to Twenty-Six per cent (26% ) of the 
total capacity shall constitute the closing down of additional 
rather than existing facilities. 


ARTICLE VI 


SALE OF ALUMINUM TO NON-INTEGRATED USERS 
For FIFTEEN YEARS 


As an inducement to the Government to enter into this Con- 
tract, and as part of the consideration of this Contract, Con- 
tractor agrees that for a period of fifteen (15) years from and 
after the date of completion of performance specified in ARTICLE 
I, and provided that the Government does not exercise its right 
of termination, pursuant to ArTicLE IX hereof, Contractor will 
each year make available for sale to non-integrated users, under 
credit conditions as to each purchaser satisfactory to Contractor, 
at Contractor’s lowest published market price for the grade of 
aluminum involved as of date of delivery, and on Contractor's 
current standard terms and conditions of sale at time of purchase, 
a quantity of aluminum equal to Twenty-Five (25) per cent of the 
annual capacity of the additional facilities, provided, however, 
that the obligation to make sales under this paragraph is limited 
to those purchasers who, at least ninety (90) days in advance of 
Contractor’s production year, make firm purchase commitments 
with Contractor for specific quantities for such production year. 
Said aluminum will be offered on a first-come, first-served basis, 
except that in the event Contractor for any year receives orders 
in excess of such Twenty-Five (25) per cent, nothing herein shall 
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prohibit Contractor from reducing the quantity of any order 
which it considers disproportionately large in relation to the other 
orders it has received from other customers for such year under 
this ARTICLE. Nothing contained in this ARTICLE shall require 
Contractor to operate the additional facilities, but Contractor 
shall be obligated to make available a quantity equal to twenty- 
five (25) per cent of the capacity of such additional facilities 
whether or not said facilities are actually operated. 

It is understood and agreed that (1) the Government may 
enforce this provision in its own name, by seeking specific per- 
formance, and in the event the court decides that no equitable 
remedy lies, then the Government may sue for damages, and in 
that event the measure of damages shall be the damages to non- 
integrated users affected but not including consequential 
damages, and (2) only the Government may enforce this provisiou 
and no third party shall have any right whatever to enforce this 
provision, either in its own right or by derivative right from the 
Government. 


ARTICLE VII 
PAYMENT FOR ALUMINUM DELIVERED TO THE GOVERNMENT 


Contractor shall be paid by the Government for all aluminum 
delivered and accepted upon the submission of properly certified 
invoices or vouchers. Such invoices or vouchers may be submitted 
to the Government upon each delivery of aluminum. 


ARTICLE VIII 
ForcE MAJEURE 


The time for performance by Contractor of its obligations 
under the provisions of this Contract relating to the construc- 
tion of the additional facilities, to the production and delivery 
of aluminum from such additional facilities, or to the operation 
of such additional facilities, shall be extended at the option of 
Contractor and upon the terms and conditions set forth in the 
following provisos, by a time or times equivalent to any delays, 
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interruptions or cessations occasioned by force majeure (herein 
defined as any cause which is beyond the reasonable control of 
and not due to the fault or negligence of Contractor, including 
without limitation acts of God, strikes, fire, storm, sabotage, acts 
of law or public enemy, priority or allocation requirements or 
other acts of the Federal Government and inability of Contractor 
to obtain at any time sufficient power under reasonable conditions 
and at reasonable rates to operate the additional facilities at 
capacity, over and above any power required to operate Contrac- 
tor’s existing aluminum reduction facilities (including those 
facilities constructed at Contractor’s Spokane (Mead), Washing- 
ton, plant pursuant to contract No. GS-OOP (D)-12213 between 
the parties hereto executed as of October 31, 1951) in the 
Pacific Northwest at capacity, it being recognized for purposes 
of this ArTICLE VIII that the additional facilities can only be 
operated economically with power supplied by Bonneville Power 
Administration or by other sources at rates equivalent to Bonne- 
ville Power Administration’s then prevailing rates to industrial 
users for hydro-electric power, and that at the present time such 
power may be available only on an interruptible basis) ; provided, 
that within ten (10) days after Contractor determines that in 
Contractor’s opinion a particular force majeure occurrence may 
result in a major delay in the performance of this Contract, 
Contractor shall give to the Administrator written notice thereof, 
together with a statement setting forth the facts evidencing force 
majeure, and at the conclusion of the duration of each such force 
majeure, Contractor shall, within ten (10) days thereafter, give 
to the Government written notice of the termination of such 
force majeure, and further provided, that at the end of each six- 
month period, the first six-month period to begin with the date 
of execution of this Contract, Contractor shall give to the Govern- 
ment written notice of the occurrence of each force majeure not 
reported under the foregoing proviso, together with written notice 
of the termination of each such force majeure as shall have ter- 
minated within such six-month period. 

It is understood that to such extent as may be mutually 
satisfactory to the parties and agreed in advance, Contractor 
may, during periods of power shortage, shut down or reduce 
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operations at its Mead plant, in lieu of shutting down or reducing 
operations at the additional facilities covered by this contract, 
and that in such event production from the additional facilities 
covered by this contract may, if so agreed, to the extent of the 
reduction in output at Contractor’s Mead plant resulting from 
such shutdown or reduction of operations, be deemed to be pro- 
duction from Contractor’s Mead plant. 


ARTICLE IX 
TERMINATION 


The Government shall have the right to terminate this con- 
tract for its convenience effective at any time when or after the 
additional facilities have, subsequent to the date of completion 
of construction, produced Thirty-Six Thousand Nine Hundred 
(36,900) short tons of aluminum. Said right of the Government 
to terminate this contract may be exercised at any time after 
the completion of construction of the additional facilities by 
delivery to Contractor of a notice that said termination shall 
become effective upon the production of a specified number of 
tons (not less than Thirty-Six Thousand Nine Hundred (36,900) ) 
from the additional facilities. Upon delivery of said notice to 
Contractor, this contract shall thereafter terminate when the 
specified number of tons shall have been produced; provided that 
in no event shall this contract terminate less than ninety (90) 
days after delivery of said notice to Contractor. If the Government 
has not previously delivered said notice of termination to Con- 
tractor, Contractor shall give six (6) months’ notice to the 
Government of the estimated date as of which Thirty-Six Thousand 
Nine Hundred (36,900) tons shall have been produced from the 
additional facilities after the completion of construction. 

The termination of this Contract as provided in this ARTICLE 
shall not have the effect of cancelling or terminating any order 
placed by the Government for aluminum pursuant to ARTICLE 
III (a) hereof or any tenders made by Contractor to the Govern- 
ment pursuant to ArTICLE III(c) before the effective date of 
termination, to the extent that production of such aluminum has 
been effected prior to such effective date of termination. 
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ARTICLE X 
ADMINISTRATOR AND GENERAL SERVICES ADMINISTERED 


As used herein, the term “Administrator” means the Admin- 
istrator of General Services and his successors in function, and 
the term “General Services Administration” means the General 
Services Administration, United States Government, and said 
Administration’s successors in function. 


ARTICLE XI 
PERFORMANCE BY SUBSIDIARIES 


All or any part of the obligations of Contractor under 
this Contract may be performed by and in the name of any wholly- 
owned domestic subsidiary corporation or corporations of Con- 
tractor, and operations outside of the United States, its territories 
and possessions by domestic or foreign subsidiaries, provided, that 
Contractor guarantees such performance, and in such event at 
Contractor’s request, any payment with respect to such portion of 
this Contract so performed by the subsidiary shall be made to such 
subsidiary. It is further understood that Contractor may conduct 
its sales of aluminum through its sales subsidiary corporation or 
corporations and that in such event, for the purposes of this 
Contract, the published prices of such subsidiary sales corpora- 
tion or corporations or of Contractor, whichever shall be lower, 
shall be deemed the published prices of Contractor, and sales by 
such sales subsidiary corporation or corporations shall be consid- 
ered the sales of Contractor. 


ARTICLE XII 


POINTS AND TERMS OF DELIVERY 


Contractor shall deliver aluminum to the Government at the 
delivery point within the continental United States specified in 
each order of the Government given pursuant to the terms of this 
Contract. Such delivery point may be f. o. b. point of origin (or 
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shipping point) ; f. o. b. Contractor’s plant (warehouse or other 
facility) point of origin (or shipping point) ; f. o. b. point of origin 
(or shipping point), freight prepaid; f. o. b. point of origin (or 
shipping point), freight allowed; f. o. b. destination; or f. o. b. 
destination within buyer's premises; provided that such delivery 
point is in accordance with Contractor's standard terms and con- 
ditions applicable to the contract price in effect at the time of 
delivery. A delivery point other than in accordance with Con- 
tractor’s standard terms and conditions applicable to the contract 
price in effect at time of delivery may be specified upon the 
mutual consent of the parties. Contractor shall be responsible for 
each shipment of aluminum covered by this Contract until it is 
delivered at the designated delivery point, regardless of the point 
of inspection. When delivery at that point has been effected, then 
all risk of loss, including without limitation claims for losses and 
damages in connection with care and handling of the metal there- 
after, shall be deemed to have passed from Contractor to the 
rovernment. 


ARTICLE XIII 
INSPECTION 


(a) All aluminum delivered to the Government pursuant to 
this Contract shall be subject to inspection and test by the Govern- 
ment, to the extent practicable at all times and places including 
the period of manufacture, and in any event prior to final accept- 
ance. 


(b) In case any such aluminum is defective in material or 
workmanship or otherwise not in conformity with the require- 
ments of this Contract, the Government shall have the right either 
to reject it (with or without instruction as to its disposition), or 
to require its replacement. Aluminum which has been rejected 
or required to be replaced shall be removed, as requested by the 
Administrator or his duly authorized representative, by and at the 
expense of Contractor promptly after notice, and shall not again 
be tendered for acceptance unless the former tender and either the 
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rejection or requirement or replacement is disclosed. If Con- 
tractor fails to promptly remove such aluminum when requested 
by the Administrator or his duly authorized representative, and to 
proceed promptly with the replacement thereof, the Government 
at its option may (1) by contract or otherwise replace such 
aluminum and charge to Contractor the cost occasioned the Gov- 
ernment thereby, or (2) terminate the right of Contractor to make 
delivery of the amount of aluminum so rejected for default, or (3) 


accept the aluminum so rejected at an appropriate reduction of 
the contract price. 


(c) If any inspection or test is made by the Government on 
the premises of Contractor, Contractor without additional charge 
shall provide all reasonable facilities and assistance for the safety 
and convenience of the Government inspectors in the performance 
of their duties. If Government inspection or test is made at a 
point other than the premises of Contractor, it shall be at the 
expense of the Government, provided, that in case of rejection the 
Government shall not be liable for any reduction in value of 
samples used in connection with such inspection or test. All in- 
spections and tests by the Government shall be performed in such 
a manner as not to unduly delay the work. The Government re- 
serves the right to charge to Contractor any additional cost of 
Government inspection and test when aluminum 1s not ready at 
the time such inspection and test is requested by Contractor. 
Final acceptance or rejection of the aluminum shall be made 
within thirty (30) days after delivery; but failure to inspect and 
accept or reject aluminum shall neither relieve Contractor from 
responsibility for such aluminum as is not in accordance with the 
contract requirements nor impose liability on the Government 
therefor. 


(d) The inspection and test by the Government of any 
aluminum sold hereunder or lots thereof does not relieve Con- 
tractor from any responsibility regarding defects or other failures 
to meet the contract requirements which may be discovered prior 
to final acceptance. Except as otherwise provided in this Con- 
tract, final acceptance shall be conclusive except as regards latent 
defects, fraud, or such gross mistakes as amount to fraud. 
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(e) Contractor shall provide and maintain an inspection 
system acceptable to the Government covering the aluminum sold 
hereunder. Records of all inspection work by Contractor shall 
be kept, complete and available to the Government during the per- 
formance of this Contract and for three (3) years thereafter. 


ARTICLE XIV 
Buy AMERICAN ACT 


Contractor agrees that there will be delivered under this Con- 
tract only such unmanufactured articles, materials, and supplies 
(which term “articles, materials, and supplies” is hereinafter re- 
ferred to in this Article XIV as “supplies”) as have been mined or 
produced in the United States, and only such manufactured sup- 
plies as have been manufactured in the United States substantially 
all from supplies mined, produced, or manufactured, as the case 
may be, in the United States. Pursuant to the Buy American Act 
(41 U. S. Code 10 a-c), the foregoing provision shall not apply (i) 
with respect to supplies excepted by the Administrator from the 
application of that Act, (ii) with respect to supplies for use out- 
side the United States, (iii) with respect to the supplies to be 
delivered under this Contract, which are of a class or kind deter- 
mined by the Administrator or his duly authorized representative 
not to be mined, produced, or manufactured, as the case may be, 
in the United States in sufficient and reasonably available com- 
mercial quantities and of a satisfactory quality, or (iv) with 
respect to such supplies, from which the supplies to be delivered 
under this Contract are manufactured, as are of a class or kind 
determined by the Administrator or his duly authorized repre- 
sentative not to be mined, produced, or manufactured, as the case 
may be, in the United States in sufficient and reasonably available 
commercial quantities and of a satisfactory quality, provided, 
that this exception (iv) shall not permit delivery of supplies 
manufactured outside the United States if such supplies are 
manufactured in the United States in sufficient and reasonably 
available commercial quantities and of a satisfactory quality. 
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The Administrator hereby determines for the purpose of this 
Contract that bauxite for the manufacture of primary aluminum 
is not mined, produced or manufactured, as the case may be, in 
the United States in sufficient and reasonably available commer- 
cial quantities and of a satisfactory quality. 


ARTICLE XV 
PRISON LABOR NOT TO BE EMPLOYED 


In connection with the performance of work under this Con- 
tract, Contractor agrees not to employ any person undergoing 
sentence of imprisonment at hard labor. 


ARTICLE XVI 
THE E1gHt-Hour Law or 1912 


This Contract, to the extent that it is of a character specified 
in the Eight-Hour Law of 1912 as amended (40 U. S. Code 324- 
326) and is not covered by the Walsh-Healey Public Contracts 
Act (41 U. 8. Code 35-45), is subject to the following provisions 
and exceptions of said Eight-Hour Law of 1912 as amended, and 
to all other provisions and exceptions of said Law: 


No laborer or mechanic doing any part of the work con- 
templated by this Contract, in the employ of Contractor or any 
sub-contractor contracting for any part of the said work, shall 
be required or permitted to work more than eight hours in any 
one calendar day upon such work, except upon the condition 
that compensation is paid to such laborer or mechanic in ac- 
cordance with the provisions of this clause. The wages of 
every such laborer and mechanic employed by Contractor or 
any subcontractor engaged in the performance of this Con- 
tract shall be computed on a basic day rate of eight hours per 
day; and work in excess of eight hours per day is permitted 
only upon the condition that every such laborer and mechanic 
shall be compensated for all hours worked in excess of eight 
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hours per day at not less than one and one-half times the basic 
rate of pay. For each violation of the requirements of this 
clause a penalty of five dollars shall be imposed upon Con- 
tractor for each such laborer or mechanic for every calendar 
day in which such employee is required or permitted to labor 
more than eight hours upon said work without receiving com- 
pensation computed in accordance with this clause; and all 
penalties thus imposed shall be withheld for the use and benefit 
of the Government. 


ARTICLE XVII 
THE WALSH-HEALEY ACT 


If this Contract is for the manufacture or furnishing of ma- 
terials, supplies, articles, or equipment in an amount which exceeds 
or may exceed $10,000 and is otherwise subject to the Walsh- 
Healey Public Contracts Act as amended (41 U. S. Code 35-45), 
there are hereby incorporated by reference all representations and 
stipulations required by said Act and regulations issued there- 
under by the Secretary of Labor, such representations and stipu- 
lations being subject to all applicable rulings and interpretations 
of the Secretary of Labor which are now or may hereafter be in 
effect. 


ARTICLE XVIII 
No DISCRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this Con- 
tract, Contractor agrees not to discriminate against any employee 
or applicant for employment because of race, creed, color, or 
national origin; and further agrees to insert the foregoing pro- 
visions in all subcontracts hereunder except subcontracts for 
standard commercial supplies or for raw materials. 
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ARTICLE XIX 


MEMBERS OF CONGRESS 


No member of or delegate to Congress, or resident com- 
missioner, shall be admitted to any share or part of this Contract, 
or to any benefit that may arise therefrom; but this provision 
shall not be construed to extend to this Contract if made with a 
corporation for its general benefit. 


ARTICLE XX 
SOLICITATION 


Contractor warrants that no person or selling agency has been 
employed or retained to solicit or secure this Contract upon an 
agreement or understanding for a commission, percentage, broker- 
age, or contingent fee, excepting bona fide employees or bona fide 
established commercial or selling agencies maintained by Con- 
tractor for the purpose‘of securing business. For breach or viola- 
tion of this warranty, the Government shall have the right to 
annul this Contract without liability or in its discretion to 
deduct from the contract price or consideration the full amount 
of such commission, percentage, brokerage, or contingent fee. 


ARTICLE XXI 
PERFORMANCE DURING DISPUTES 
In the event of any dispute arising under this Contract, Con- 


tractor shall, notwithstanding the pendency of such dispute, 
diligently proceed with the performance of this Contract. 
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ARTICLE XXII 
DESCRIPTIVE HBADINGS 


The Table of Contents and the descriptive headings of the sev- 
eral ARTICLES of this Contract are inserted for convenience only 
and shall not control or affect the meaning or construction of 
any of the provisions hereof. 


ARTICLE XXIII 
CONTROLLING STATUTE 


This Contract is entered into pursuant to the Defense Produc- 
tion Act of 1950, as amended (Public Law 774, 81st Congress ; 
Public Laws 69, 96 and 429, 82d Congress). 


IN WITNESS WHEREOF, the parties hereto have executed this 
Contract in quadruplicate this day of , 1954 
as of February 28, 1952. 


UNITED STATES OF AMERICA 


Witness: 


Assistant Secretary 
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EXHIBIT A 


KAISER ALUMINUM & CHEMICAL CORPORATION 
1625 Eye Street N. W. 
Washington 6, D. C. 


July 31, 1952 


Mr. Irving Gumbel 

Assistant Administrator 
General Services Administration 
Washington 25, D. C. 


Dear Mr. Gumbel: 


For some time we have been discussing with you and with 
Mr. Byron Harding some minor changes in the Chalmette No. 1 
supply contract and in the letter supply contracts covering the 
expansion of our Mead and Tacoma plants. On July 22nd, we 
submitted to Mr. Harding draft letter agreements incorporating 
these changes. Because of the pressure of more urgent duties, it 
has not yet been possible for Mr. Harding to complete his review 
of these drafts. 

Meanwhile, some of the situations which the proposed amend- 
ments were designed to anticipate have already occurred, and 
others are about to occur in the very near future. For example, 
the expanded facilities at our Mead plant have already started 
production, requiring the taking of certain steps in the event 
that this contract is changed in the manner described below. 

Accordingly, pending further action by Mr. Harding on the 
drafts submitted to him, we would appreciate it if you would con- 
firm that General Services Administration and Kaiser Aluminum 
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& Chemical Corporation have agreed in principle on amendments 
of the above contracts which would have the following effects: 


1. 


bo 


Provide that the six-month periods at Chalmette, Mead and 
Tacoma will begin on April 1 and October 1 of each year, 
with the first period running from the date of completion 
of construction to the following April 1 or October 1, 
unless this period is less than three months in which case 
the first period will run an additional six months. Since 
the periods under Chalmette Contract No. 2 are already 
conformed to whatever the periods may be under Chalmette 
Contract No. 1, no amendment of Chalmette Contract 
No. 2 is required. 


Provide that the obligation to offer to non-integrated users 
for the period ending March 31, 1953 would be waived at 
all three plants, unless the Government removes allocation 
controls on aluminum before that date, in which case an 
offer would be made on reasonable notice for the remainder 
of the period. 


Convert the Mead and Tacoma contracts to a “put-and- 
take” basis, eliminating the advance payment. 


Waive the Government’s right to notice before the new 
facilities at Mead and Tacoma are completed, as well as 
the Government’s right to purchase metal produced at 
these plants through March 31, 1953. The waiver shall 
become inoperative effective one month after the date of 
termination or suspension of controls. 


It is, of course, understood that within the spirit of this 
agreement in principle, both parties are free to propose necessary 
changes in the proposed draft amendments so as to carry out the 
intent of the parties. 
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Can you please indicate your agreement with the foregoing 
by signing and returning the enclosed copy of this letter. 


Sincerely, 
KAIsER ALUMINUM & CHEMICAL CORPORATION 
By /s/ DONALD BROWNE 
Donald Browne 


Vice President and Treasurer 


Accepted Aug. Ist, 1952 


GENERAL SERVICES ADMINISTRATION 
By /s/ IRVING GUMBEL 
Irving Gumbel 


Assistant Administrator 


DB/hj 
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EXHIBIT B 


KAISER ALUMINUM & CHEMICAL CORPORATION 
1625 Eye Street N. W. 
Washington 6, D. C. 


Mr. Irving Gumbel January 23, 1953 
Assistant Administrator 

General Services Administration 

Washington 25, D. C. 


Dear Mr. Gumbel: 


Please refer (1) to the Contracts No. GS-OOP(D)-12006, 12143, 
12192 and 12213 between the Government and Kaiser Aluminum 
& Chemical Corporation, covering the production of our Chal- 
mette, Louisiana plant (Step 1 and Step 2) and of the expanded 
facilities at our Tacoma, Washington and Mead, Washington 
plants, and (2) to the letter agreement between us dated July 31, 
1952, accepted by the Government August 1, 1952. 


Under these supply contracts and the above mentioned letter 
agreement, we are required to publish, beginning January 31, 
1953, notices of offers to sell to non-integrated users aluminum 
to be produced during the period April 1—September 30, 1953 
at the facilities covered by Contracts No. GS-OOP(D)-12006 
(Chalmette Step 1), 12192 (Tacoma) and 12213 (Mead). In ad- 
dition, we shall be required to publish a notice offering aluminum 
to be produced under Contract No. GS-OOP(D)-12143 (Chal- 
mette Step 2) from April 1, 1953 through the date of completion 
of the additional facilities. 


By your letter of February 5, 1952, the Government waived the 
requirement that we publish a notice of offer to non-integrated 
users of production under Contract No. GS-OOP(D)-12006 be- 
fore the date of completion of the facilities. Similarly, by our 
letter agreement of July 31, 1952, accepted August 1, 1952, the 
Government agreed that the obligation to make such offer would 
be waived at all of our plants for the period ending March 31, 
1953, unless the Government removed allocation controls on 
aluminum before that date. 
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These waivers were granted because offers to non-integrated users 
during the period when allocation controls were in effect would 
not only have been ineffective, in the sense that the company could 
not honor any of the orders made pursuant to those offers in the 
face of conflicting allocation directives, but also because such 
offers would have been confusing to purchasers of aluminum and 
would prejudice the smooth functioning of the allocation program. 
Since those same considerations will apply with equal force in the 
event that allocation controls on aluminum continue in effect 
beyond March 31, 1953, we propose that we be relieved of the 
duty to make offers to non-integrated users of aluminum pro- 
duced under any of the four supply contracts until such time as 
allocation controls on aluminum pig and ingot are removed. 
Upon the expiration of controls, we shall publish the required 
notices beginning fifteen days after the date of termination of 
controls, said notices to cover aluminum pig and ingot to be 
produced beginning thirty days after the termination of such 
controls. 


It is understood that if you agree to this proposal it will be 
incorporated in suitable amendments to the Chalmette No. 1 and 
Chalmette No. 2 contracts, and in the formal supply contracts 
covering production from the additional facilities at our Mead 
and Tacoma plants. 


Would you please indicate your agreement with the foregoing by 
signing and returning the enclosed copy of this letter. 


Very truly yours, 
KAISER ALUMINUM & CHEMICAL CORPORATION 


By /s/ CHap F. CALHOUN 
Chad F. Calhoun 
Vice President 
ACCEPTED: Jan 29, 1953. 


GENERAL SERVICES ADMINISTRATION 


By /s/ JESS LARSON 
Administrator of General Services 
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EXHIBIT C 


GENERAL SERVICES ADMINISTRATION 


Emergency Procurement Service 


Washington 25, D. C. 
June 15, 1953 


Kaiser Aluminum & Chemical Corporation 
1625 Eye Street, N. W. 
Washington, D. C. 


Gentlemen: 


Please refer to the following contracts between GSA and 
Kaiser Aluminum & Chemical Corporation: 


(A) GS-OOP(D)-12006, as amended (Chalmette Step I). 
(B) GS-OOP(D)-121438, as amended (Chalmette Step IT). 
(C) GS-OOP(D)-12213, as amended (Mead 8th Line). 

(D) GS-OOP(D)-12192, as amended (Tacoma Expansion). 
(E) GS-OOP(D)-12254, as amended (Chalmette Speed Up). 


During the period of allocation controls on aluminum the 
Government waived the obligation of the contractors to make 
offers of primary aluminum to non-integrated users as provided 
in the first four contracts listed above. Civilian allocation con- 
trols on aluminum are now scheduled to terminate on June 30, 
1953. 

The Government and the contractors recently reached certain 
understandings with respect to the procedures to be followed 
for purchases by the Government and by non-integrated users 
of primary aluminum produced at the new facilities during the 
period July 1, 1953, through September 30, 1953. This letter is 
intended to confirm our agreement on such procedures for that 
period. 

Calculations as to the quantity of primary aluminum to be 
made available to non-integrated users out of production for the 
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period July 1, through September 30, 1953, under the above- 
mentioned contracts shall be made on and in accordance with 
the provisions of the Report Form which is attached hereto as 
Exhibit “A”. The computations in your report shall include the 
production under Contract GS-OOP(D)-12254, the Chalmette 
Speed Up Contract. 

The above-mentioned report submitted by you today indicates 
that the quantity of primary aluminum contracted to be sold by 
you to non-integrated users from the third quarter, 1953 produc- 
tion, equals the amount required to be sold to non-integrated users 
under the provisions of the above-mentioned contracts. You are, 
therefore, relieved of any duty to offer any such production to 
non-integrated users by public advertisement, provided, of course, 
that the figures included in the report are accurate. 

All primary aluminum purchased from your company by the 
Government for the national stock pile under priority and alloca- 
tion orders for the third calendar quarter of 1953 shall be deemed 
to be metal produced under Contract GS-OOP(D)-12254, as 
amended (Chalmette Speed Up), up to the total production under 
such contract during said period, and any remainder so pur- 
chased by the Government shall be deemed to be metal produced 
under one or more of the other contracts mentioned above. 

I hope that we may very shortly give further consideration 
to procedures for the handling of offers to non-integrated users 
and purchases by the Government under the referenced contracts 
with respect to aluminum to be produced subsequent to Septem- 
ber 30, 1953. 

If you are in agreement with the foregoing, please sign and 
return to me the original and one copy of this letter. 


Very truly yours, 


/s/ A J WALSH 
A. J. Walsh 


Commissioner 
AGREED June 15, 1953 


KAISER ALUMINUM & CHEMICAL CORPORATION 


By /s/ CHAD F. CALHOUN 
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REPORT ON ALUMINUM AVAILABLE FOR 
NON-INTEGRATED USERS 


. Total estimated production from all 


new supply contract facilities dur- 
ing period (including all metal pro- 
duced from new facilities covered by 
Government purchase _ contracts, 
premium price or otherwise ) 


(List amount for each contract 
separately ) 


Percentage of company’s total esti- 
mated production during period 
represented by estimated production 
from new facilities 


Estimated quantity of all priority 
and allocation orders (including 
CMP carry-over) which company 
will be required to deliver during 
period under Order M-5SA etc. (in- 
cluding orders for semi-fabricated 
and primary products but excluding 
orders for primary deducted under 
Items 7 and and 9 below, and ex- 
cluding orders for secondary) all in 
equivalent pounds of aluminum 


pig 


Deduct percentage (Item 2 above) 
of priority and allocation orders 
(Item 3 above) allocable to new 
facilities 


Remainder subject to provisions 
of Article III(a) and (b) of sup- 
ply contracts 


6634% of Item 5 


ove eee eer eee eee wees 


( Jo) 


lbs. 


oeee ew eeene 


POUNDS 
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Deduct Government purchases for 
period under supply contracts (ex- 
cept purchases for resale under 
Chalmette Speed Up, Rockdale 
Speed Up and Longview contracts), 
and stockpile directives based on 
production from new facilities 


Remainder available for non-inte- 
grated users 


Deduct estimated quantity of pig, 
ingot and billet covered by con- 
tracts with customers who are non- 
integrated users 


Remainder to be offered to non- 
integrated users by public advertise- 
ment 


. Adjustments of estimates for sec- 


ond preceding period: ~ 
(a) Adjustment of production: 


(1) Total estimated produc- 
tion during second preced- 
ing period (Item 1 of 
report for second preced- 
ing period) 


(2) Actual production during 

second preceding period 
(3) Difference between esti- 
mated and actual produc- 
tion 


— 


(4) 663%4% of Item 11(a) (3) 


(b) Adjustment of priority orders: 


(1) Estimated quantity of pri- 
ority and allocation orders 
for second preceding per- 
iod allocable to new facil- 
ities (Item 4 of report for 
second preceding period) 
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POUNDS 








12. 


13. 


(2) 


(3) 


(4) 
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Deduct actual quantity of 
priority and allocation de- 
liveries for second preced- 
ing period allocable to 
new facilities 


Difference between esti- 
mated and actual quantity 


6634% of Item 11(b) (3) 


(c) Adjustment of estimated con- 
tract deliveries : 


(1) 


(3) 


Estimated quantity of pig, 
ingot and billet covered by 
contracts of customers 
who are non-integrated 
users during second pre- 
ceding period (Item 9 of 
report for second preced- 


ing period) 


Actual quantity of pig, 
ingot and billet delivered 
under such contracts, or 
to other non-integrated 
users, during second pre- 
ceding period 


Difference between esti- 
mated and actual quantity 


(d) Net adjustment of Items 11 


(a), 


(b) and (c) above 


Add (or deduct net adjustment for 
second preceding period* 


Adjusted remainder to be offered 
to non-integrated users by public 
advertisement 


POUNDS 


*—Ad4d if estimated quantity for second preceding period exceeds actual ; 
Deduct if actual exceeds estimated. 





(3) Reynotps Metats Co. 


Contract No. GS-00-P(D)-12008 
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BETWEEN 
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AND 


REYNOLDS METALS COMPANY 


EXECUTED JULY 18, 1951 
AS OF DECEMBER 139, 1950 
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CONTRACT 


THIS CONTRACT, entered into as of the 19th day of December, 
1950, by the Unrrep States or Amerioa, herein called the Government, 
acting through the Administrator of General Services, herein called the 
Administrator, and Reynoitps Merats Company, a corporation existing 
under the laws of the State of Delaware, herein called the Contractor, 


WiITNESSETH: 


ARTICLE I. 


Subject to the terms and conditions hereof, Contractor agrees to 
produce and to sell Five Hundred Thousand (500,000) short tons of 
2,000 pounds each, of primary aluminum pig, said primary aluminum 
to be of minimum grade of ninety-nine per cent (99%) aluminum, which 
primary aluminum is herein called the ‘‘additional production.’’ The 
Contractor will produce such aluminum from facilities which the Con- 
tractor agrees hereafter to construct, and hereafter to complete with 
respect to a portion of such facilities already commenced, all herein 
called ‘‘additional facilities.’’ Such production and sale shall com- 
mence upon the date of completion of the additional facilities (as de- 
fined hereinafter) and shall continue thereafter at a rate of approxi- 
mately One Hundred Thousand (100,000) short tons per year, except 
that for the first six months of operation after the date of completion 
of the additional facilities, production may be at such lesser rate as 
may be necessarily inherent in newly constructed facilities. Such pro- 
duction and sale shall continue until Five Hundred Thousand (500,000) 
short tons of aluminum have been so produced from the additional fa- 
cilities after the date of completion of construction (as defined herein- 
after) and shall be completed within a period of six years after such 
date of completion, but in no event later than July 1, 1958, unless ex- 
tended as hereinafter provided in Articrz XII. For the purposes of 
this contract the date of completion of construction of the additional 
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facilities shall be the first day upon which electrolytic cells capable of 
producing aluminum in the aggregate at the rate of 90,000 short tons 
per year, constructed as a part of the additional facilities, are tapped. 
Upon the occurrence of such event, Contractor shall forthwith issue a 
certificate to the Government certifying such date to be the date of 
said completion. 


ARTICLE II. 


Contractor shall proceed without delay with the construction and 
acquisition of the additional facilities for the production of said alumi- 
num. The ‘‘additional facilities” shall be ‘‘additional aluminum reduc- 
tion facilities,’’ consisting of additional pots at the Jones Mills, Ar- 
kansas, Aluminum Reduction Plant; one additional pot line at said 
plant; additional pots at the Troutdale, Oregon, Aluminum Reduction 
Plant; and an aluminum reduction plant, power plant and related facili- 
ties at Corpus Christi, Texas, all as described in the letters from the 
Secretary of the Interior to the Administrator of General Services 
dated December 11 and December 29, 1950 and January 5, 1951, copies 
of which are attached hereto as Exhibits A, B, C and D respectively. 
As used in this contract, the terms ‘‘additional facilities’’ and ‘‘addi- 
tional aluminum reduction facilities’’ shall have the meaning set forth 
in this Arrioze IT. 


ARTICLE III. 


Commencing with the date of completion of the additional facili- 
ties, and continuing until the termination or completion of this Contract, 
and subject to priority delivery as may be required pursuant to law, 
the aluminum produced at the additional facilities shall be disposed of 
as follows: 


(a) (1) The Government may require Contractor to sell to it, 
at the price provided in Artictz XI hereof, ASoF any of the addi- 
tional production for each consecutive six-morth period during the 
continuance of this agreement, the first such period commencing 
with the date of completion of the additional facilities. 


(2) Contractor shall, ninety (90) days before the date it esti- 
mates the additional facilities will be completed, advise the Gov- 
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ernment of the estimated date of completion and of the amount of 
aluminum it estimates it will produce from the additional facilities 
during the first six months after completion. . It is recognized that, 
after the facilities are completed within the meaning of this agree- 
ment, additional time thereafter will be required to bring the 
aluminum reduction pots to full capacity, and that production for 
the first six months after completion of the plant may be less than 
the production in subsequent six-month periods. Within thirty 
(30) days after receipt of such notice, the Government shall notify 
the Contractor in writing of the amount of aluminum it elects to 
purchase during the first six-month period commencing with the 
date of completion of the facilities. The notice shall be a firm 
order for the purchase of the quantity stated, and deliveries to 
the Government shall commence as soon as practicable after the 
date of completion of the additional facilities. Notwithstanding 
such estimate, Contractor shall not be obligated to deliver to the 
Government aluminum in excess of the amount produced at the 
additional facilities during said period. 


(3) Thereafter, at least ninety (90) days prior to the begin- 
ning of each subsequent six-month period during the continuance 
of this agreement and before completion thereof, the Government 
shall give notice in writing to Contractor of the amount of alumi- 
num it elects to purchase from the production of the additional 
facilities for such period. Each such notice, when given, shall be a 
firm order for the purchase of the quantity stated. If no notice is 
given within the time provided in the preceding sentence, Contrac- 
tor shall be under no obligation to deliver aluminum to the Gov- 
ernment pursuant to this Article during the following six-month 
period. 


(4) The Government shall in each such notice specify the 
amount of aluminum it desires to have comply with the National 
Stock Pile Material Purchase Specification current at the time of 
such notice. Thereafter, Contractor shall deliver such quantities 
in accordance with such specification, provided that (a) Contrac- 
tor shall not be required under this subparagraph (4) to deliver 
metal meeting a specification more burdensome than Munitions 
Board Purchase Specification P-62 in effect at the date of this Con- 
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tract, and (b) the Government may not order more than sixteen 
thousand six hundred sixty-seven (16,667) short tons of aluminum 
meeting the Stock Pile Specification in any six-month period, or 
proportionate amounts in lesser periods. 


(5) It is the intent of the parties that the Administrator will 
exercise the Government’s right to purchase aluminum under this 
Articus ITT (a) so as to purchase approximately equal percentages 
of the additional production produced by the Contractor, by Alumi- 
num Company of America and by Kaiser Aluminum & Chemical 
Corporation, respectively, under this program of expanded alumi- 
num production, and the Administrator agrees that insofar as 
practicable, the Government will not purchase from Contractor 
under this Articiz III (a) quantities which are inequitable to the 
Contractor in the light of the quantities being purchased from such 
other companies: Prowtded, that the Government shall not be 
obligated to undergo any price disadvantage by reason of the 
provisions of this subparagraph. 


(6) Deliveries under all orders pursuant to this subparagraph 
(a) shall be made in approximately equal monthly quantities, un- 
less a different delivery schedule is specified in the Government’s 
notice ; provided however that the Government shall not specify for 
delivery in any one month a quantity greater than one month’s 
productive capacity of the additional facilities. 


(b) (1) For each consecutive six-month period referred to in 
subparagraph (a) above, Contractor shall offer in pig, ingot or bil- 
lets for sale to non-integrated users, at the price provided in 
Artictz XI hereof, the quantity, if any, by which the amount or- 
dered by the Government for such six-month period, in accordance 
with subparagraph (a), is less than two-thirds of the reasonably 
estimated additional production for such period. (As used in this 
agreement, the term ‘‘non-integrated user’’ shall mean any manu- 
facturer, fabricator, finisher or producer in the United States who 
is not a producer of primary aluminum or an affiliate or subsidiary 
of such a producer, and who is purchasing such aluminum for his 
own manufacturing, fabricating, finishing or producing opera- 
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tions.) Said offer shall be made for a period of at least thirty (30) 
days and shall be made by publishing a notice in ‘‘The American 
Metal Market’’ or by such other method as Contractor and the 
Administrator may mutually agree upon. Such notice shall advise 
that said aluminum is for sale and that such non-integrated users 
may submit orders for the purchase thereof during a period of 
thirty (30) days from the date of first publication of the notice. 
Such notice shall be published in each edition for two weeks, com- 
mencing at least thirty (30) days prior to the beginning of the first 
six-month period and at least sixty (60) days prior to the begin- 
ning of each subsequent six-month period. 


All orders shall be subject to Contractor’s acceptance, to Con- 
tractor’s approval of the credit of the purchaser and to Contrac- 
tor’s standard terms and conditions of sale then in effect. Subject 
to the provisions of the foregoing sentence, Contractor shall ac- 
cept on a first-come first-served basis sufficient orders from non- 
integrated users to equal the quantity thus offered for sale, as 
above provided. Thereafter, and following expiration of the 
above period of thirty (30) days from the date of first publication 
of the notice in the event the quantity thus offered for sale is not 
fully purchased during said period, Contractor shall have no obli- 
gation to accept any further orders from non-integrated users for 
such six-month period. Nothing herein shall prohibit Contractor 
from reducing the quantity of any order which it considers dis- 
proportionately large in relation to the other orders it has received 
from other non-integrated users for such period. Contractor may 
discontinue publication of the notice in the event Contractor has 
accepted prior to the expiration of the two weeks publication period 
sufficient orders from non-integrated users to equal the quantity 
offered for sale as hereinabove provided. If, pursuant to the terms 
of this Article, the amount of aluminum which Contractor is obli- 
gated to offer for sale to such non-integrated users is zero, then 
Contractor need not publish the notice or make the offer to non- 
integrated users referred to above. 


It is understood and agreed that (a) the Government may en- 
force this provision in its own name, by first seeking specific per- 
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formance, and in the event the court decides that no equitable rem- 
edy lies, then the Government may sue for damages, and in that 
event the measure of damages shall be the damage to non-inte- 
grated users affected but not including consequential damages, and 
(b) only the Government may enforce this provision, and no third 
party shall have any right whatever to enforce this provision, 
either in its own right or by derivative right from the Government. 


(2) It is recognized that Contractor has made and intends in 
the future to make contracts with such of its customers who are 
non-integrated users for the delivery of aluminum pig, ingots and 
billets which may be produced from the additional facilities. The 
maximum quantity of aluminum which Contractor may be obli- 
gated to deliver pursuant to such commitments for any applicable 
six-month period may be deducted from the quantity which Con- 
tractor is obligated to make available to other non-integrated users 
for such six-month period under this subparagraph (b), provided 
that Contractor may not so deduct any quantities to be delivered 
pursuant to any contract which requires Contractor to deliver in 
excess of Five Hundred Thousand (500,000) pounds of aluminum 
per month to the purchaser unless such contract shall have been 
approved by the Administrator. The Administrator shall be 
deemed to have approved any such contract unless he disapproves 
the same and so notifies Contractor in writing within fifteen (15) 
days after written notice has been received by him of the terms of 
such contract. Any quantity so deducted by Contractor and not 
actually delivered pursuant to such contracts, and not delivered to 
other non-integrated users during such six-month period, shall be 
added to the quantity. which Contractor is obligated to offer to non- 
integrated users during the subsequent six-month period. 


(3) If, after receiving the notice from the Government of the 
amount of aluminum it elects to purchase as provided in subpara- 
graph (a) hereof, Contractor finds that the quantity ordered by the 
Government for any six-month period is such that it may be im- 
possible for Contractor to fulfill its prior commitments to such 
other customers as are non-integrated users, Contractor may ad- 
vise the Administrator of such fact. The Administrator shall 
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thereupon review the quantity ordered by the Government and if 
under all of the circumstances the Administrator considers it advis- 
able, he may reduce the quantity ordered by the Government. 


(c) Any quantity of additional production from the additional 
facilities not disposed of in accordance with this Article III, and 
not otherwise sold or utilized by Contractor, may be tendered to 
the Government in the form of pig only during each consecutive 
twelve (12) month period (the first such period commencing with 
the date of completion of the additional aluminum producing fa- 
cilities). Such tender, or tenders, shall be made during the first 
ten (10) days of any calendar month during such period and 
during the first ten (10) days following the expiration of such 
period, and all such tenders shall be considered to be applicable 
to such period. The Government shall purchase the amount so 
tendered at the price specified in Articuz XI. The Government 
shall not be required to buy under this subparagraph (c), for any 
twelve-month period specified in this subparagraph (c) an amount 
greater than the actual output of the additional aluminum-produc- 
ing facilities during such period, less the quantity of such addi- 
tional production disposed of in accordance with this Articie III 
and otherwise sold or utilized by Contractor. 


(d) In no event except as provided in Articiz VII and Articie 
IX, shall the Government be obligated to order or to purchase, or 
the Contractor be obligated to accept orders from either the Gov- 
ernment or non-integrated users for an amount of aluminum which, 
added to the prior production and sale or utilization by the Con- 
tractor of aluminum from the additional facilities after the date of 
completion of such facilities, exceeds 500,000 short tons. 





ARTICLE IV. 





The Government may require the sale to it of all or any part of 
the aluminum produced from the additional facilities from the date of 
the beginning of commercial production and prior to the date of com- 
pletion of the facilities. Such sale shall be at the price provided in 
Articte XI hereof. When Contractor is reasonably able to do so, and 
between ninety (90) days and sixty (60) days before the date Contrac- 
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tor estimates commercial production will begin, it shall advise the Gov- 
ernment of the time when it estimates that aluminum will first be com- 
mercially produced at the additional facilities and of the quantity which 
it estimates will be produced from such time until the date of comple- 
tion of the facilities. Between sixty (60) days and thirty (30) days 
prior to the estimated date when aluminum will first be commercially 
produced, the Government shall notify the Contractor in writing of the 
amount of such metal it desires to purchase, which notice shall be a 
firm order by the Government to purchase the quantity of aluminum 
specified therein at the price and upon the terms and conditions herein 
set forth for the sale of aluminum to the Government after completion 
of the additional facilities, except that during such period Contractor 
shall not be required to deliver any aluminum of stockpile specifications 
beyond Contractor’s reasonable ability to do so during said period, or 
any aluminum in an amount exceeding the production of the additional 
facilities. The Contractor shall offer in pig, ingot or billet form for 
sale to non-integrated users, at the prices provided in Arricre XI 
hereof, the quantity, if any, by which the amount ordered by the Gov- 
ernment for said period is less than two-thirds of the estimated produc- 
tion from the additional facilities for such period, subject to the terms 
and conditions of Articte III(b). Any quantity of aluminum produced 
during this period shall -not reduce the quantities otherwise specified 
in this contract, and specifically shall not be included as a portion of 
the Five Hundred Thousand (500,000) tons specified in Articrz I, nor 
included in the Two Hundred Fifty Thousand (250,000) tons specified 
in Articue VIII (a). 


For the purposes of this Contract it is agreed that commercial 
production from the additional pots constructed at the Jones Mills, 
Arkansas, Aluminum Reduction Plant, the additional pot line at said 
plant, and the additional pots at the Troutdale, Oregon, Aluminum 
Reduction Plant will commence September 1, 1951. 


ARTICLE V. 


Contractor shall be paid by the Government for all aluminum de- 
livered and accepted upon the submission of properly certified invoices 
or vouchers. Such invoices or vouchers may be submitted to the Gov- 
ernment upon each delivery of aluminum. 











876 ALUMINUM INDUSTRY 
ARTICLE VI. 


(a) It is the intention of this Contract that the Government, by 
agreeing to purchase aluminum from the additional facilities as herein 
provided, guarantees the disposition of the entire output of the addi- 
tional facilities to the extent of the Five Hundred Thousand (500,000) 
ton quantity specified in Arrtcuz I, subject to the right of termination 
as provided in Artictz VIII. In this connection, it is recognized that 
Contractor now has other aluminum reduction facilities and may in the 
future acquire further aluminum reduction facilities other than those 
to be constructed under this contract. It is understood that, except as 
to orders from the Government expressly placed pursuant to this Con- 
tract for aluminum to be produced at the additional facilities con- 
structed under this contract, Contractor may first dispose of the pro- 
duction from such other facilities or utilize for its own purposes the 
production of such other facilities, before disposing of or utilizing 
aluminum from the additional facilities, and that, in accordance with 
Articte III (c), the Government will purchase from Contractor all of 
the production of the additional facilities not otherwise disposed of 
or utilized by Contractor. The Government does not, by this Contract, 
guarantee or agree to purchase production from other facilities. 


(b) Without affecting the rights and duties of the parties as set 
forth in the preceding subparagraph, deliveries to the Government 
under this contract may, at Contractor’s option, be made by substitut- 
ing aluminum produced from other facilities for aluminum actually 
produced at the additional facilities. In such event, any necessary 
invoice adjustments shall be made so that the cost to the Government 
shall not be increased thereby. 


(c) In the event that it becomes an economic burden for Contractor 
to continue to operate its present facilities, as well as the additional 
facilities, Contractor may petition the Administrator, setting forth all 
of the facts and asking for the privilege of closing down that portion 
of the additional facilities that it considers uneconomic and of deliv- 
ering the aluminum to be delivered to the Government hereunder from 
other facilities. Upon receipt of such petition, the Administrator shall 
give careful and due consideration to such request and to such relief 
as he considers equitable to Contractor on such terms and conditions 
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as he may determine, including, without limitation, a requirement that 
the Contractor continue to make aluminum available to non-integrated 
_ users in the quantities and under the terms and conditions set forth in 
Artiote IIT (b). 


ARTICLE VII. 


As an inducement to the Government to enter into this contract, 
and as part of the consideration of this contract, Contractor agrees 
that for a period of fifteen (15) years from and after the date of com- 
pletion of performance specified in Arriciz I, or until any loan guar- 
anteed by the Government pursuant to Arriciz X is fully repaid, which- 
ever shall be the longer, and provided that the Government does not 
exercise its right of termination, Contractor will each year make avail- 
able for sale to non-integrated users, under credit conditions as to 
each purchaser satisfactory to Contractor, at Contractor’s lowest pub- 
lished market price for the grade of aluminum involved as of date of 
delivery, and on Contractor’s current standard terms and conditions 
of sale at time of purchase, a quantity of aluminum equal to twenty-five 
(25) per cent of the annual capacity of the additional facilities, pro- 
vided, however, that the obligation to make sales under this paragraph 
is limited to those purchasers who, at least ninety (90) days in advance 
of Contractor’s production year, make firm purchase commitments with 
Contractor for specified quantities for such production year. Said 
aluminum will be offered on a first-come, first-served basis, except that 
in the event Contractor for any year receives orders in excess of such 
twenty-five (25) per cent, nothing herein shall prohibit the Contractor 
from reducing the quantity of any order which it considers dispropor- 
tionately large in relation to the other orders it has received from other 
customers for such year under this Article. Nothing contained in this 
Article shall require Contractor to operate the additional facilities, but 
Contractor shall be obligated to make available a quantity equal to 
twenty-five (25) per cent of the capacity of such additional facilities 
whether or nat said facilities are actually operated. It is understood 
and agreed that (a) the Government may enforce this provision in its 
own name, by first seeking specific performance, and in the event the 
court decides that no equitable remedy lies, then the Government may 
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sue for damages, and in that event the measure of damages shall be 
the damages to non-integrated users affected but not including conse- 
quential damages, and (b) only the Government may enforce this pro- 
vision and no third party shall have any right whatever to enforce this 
provision, either in its own right or by derivative right from the 
Government. 


ARTICLE VIII. 


(a) The Government shall have the right to terminate this contract 
for its convenience when or at any time after the additional facilities 
have, subsequent to the date of completion of construction, produced 
Two Hundred Fifty Thousand (250,000) short tons of aluminum, by 
giving to Contractor a written notice of termination. Such notice shall 
state the date (hereinafter called the date of termination) upon which 
it is to become effective, which date shall be at least ninety (90) days 
after the date of its receipt by Contractor. The termination of this 
contract, as provided in this Article, shall not have the effect of can- 
celling or terminating any order placed by the Government for alumi- 
num pursuant to Arricrz III(a) hereof or any tenders made by Con- 
tractor to the Government pursuant to Articie III(c) hereof before the 
effective date of termination, to the extent that production of such 
aluminum has been effected prior to such effective date of termination. 


(b) If the Contractor or its assignee or assignees under assign- 
ments pursuant to the Assignment of Claims Act of 1940, as amended 
May 15, 1951, as hereafter in subparagraph (b)(1) of this Article 
VIII permitted, at any time after such termination and before the 
cost of all the additional facilities to be completed and constructed 
hereunder—to wit, additional pots at the Jones Mills, Arkansas, 
Aluminum Reduction Plant; one additional pot line at said plant; addi- 
tional pots at the Troutdale, Oregon, Aluminum Reduction Plant; and 
an aluminum reduction plant, power plant, and related facilities at 
Corpus Christi, Texas ;—have been completely amortized, depreciated, 
or otherwise deducted for Federal income tax purposes, certifies to the 

‘ Administrator that with respect to any or all of said facilities the cost 
of which has not been completely so amortized, depreciated or other- 
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wise deducted, the Company has discontinued the taking of the sixty 
(60) month amortization deduction authorized by Section 124A of the 
Internal Revenue Code: 





(1) Thereupon there shall become due and payable from the Gov- 
ernment to the Contractor a termination payment equal to the adjusted 
basis, as computed for amortization purposes for Federal income tax 
purposes, pursuant to the provisions of Section 124A(e) of the Internal 
Revenue Code of any such or all such facilities as of the beginning of 
the month in which such sixty (60) month amortization deduction has 
been discontinued. Contractor may assign, pursuant to the Assign- 
ment of Claims Act of 1940, as amended May 15, 1951, to any bank, 
trust company, or other financing institutions, including any Federal 
lending agency, as security for any loans obtained by the Contractor 
to construct the additional facilities, its right under the provisions of 
this Article VIII to receive such termination payment, in which event 
such termination payment to be made to the assignee shall not be sub- 
ject to reduction or set-off. Such assignment shall not be made to 
more than one party, except that such assignment may be made to one 
or more parties as agent or agents or trustee or trustees for two or 
more parties participating in any loans obtained by the Contractor to 
construct the additional facilities. The election by the Contractor to 
discontinue the taking of the sixty (60) month amortization deduction 
as to any of said facilities need not be made simultaneously but may be 
made at any time as to any facility until the cost of such facility has 
been amortized to the extent of the adjusted basis thereof for amorti- 
zation purposes as defined by Section 124A(e) of the Internal Revenue 
Code. It is the intent of the Administrator and the Contractor that any 
termination payment which may be made pursuant to the provisions of 
this subparagraph will be compensation to the Contractor for the un- 
amortized cost of an emergency facility because a contract with the 
United States involving the use of the facility has been terminated by 
its terms or by cancellation as provided in Section 124A(g) of the In- 
ternal Revenue Code, as amended by Section 216 of the Revenue Act 
of 1950, and the Administrator agrees to recommend to the certifying 
authority specified in Section 124A(g) that such authority so certify. 


(2) If Contractor receives a termination payment or payments 
with respect to any one or more of such facilities pursuant to sub- 
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paragraph (b)(1) of this Article, Contractor shall pay to the Qov- 
ernment a production charge as hereinafter specified on each ton of 
aluminum produced from any and all of the additional facilities after 
the receipt of each such payment and sold or utilized. Said production 
charge shall be paid by the Contractor regardless of whether the Con- 
tractor itself shall or shall not at any particular time or times, or from 
time to time, own or occupy any and all of the additional facilities, and 
regardless of whether, at any particular time or times, or from time to 
time, the operation of said additional facilities or the production of 
aluminum therefrom is effected by the Contractor or by some entity 
other than the Contractor; provided, however, that no production 
charge shall be payable with respect to the aluminum reduction plant, 
power plant and related facilities to be constructed at Corpus Christi, 
Texas, if or after the Government purchases said facilities under the 
provisions of Article XV of this Contract. The production charge per 
ton with respect to each such facility shall be seventy-five per cent 
(75%) of an amount determined by dividing (a) the number of tons 
obtained by subtracting from five hundred thousand (500,000) tons of 
aluminum the number of tons of aluminum actually produced from all 
the additional facilities pursuant to this contract from the date of com- 
pletion of such additional facilities to the termination date into (b) the 
adjusted basis, as of the termination date, for amortization purposes, 
as computed for Federal income tax purposes pursuant to the provi- 
sions of Section 124A(e) of the Internal Revenue Code, of such facility 
with respect to which the termination payment was received. Such 
production charge shall be made with respect to each such facility either 
until the expiration of fifteen (15) years from the receipt of such ter- 
mination payment in respect of such facility (and in such event shall 
also be paid on all aluminum produced from any and all of the addi- 
tional facilities but not yet sold or utilized at the expiration of such 
fifteen-year period), or until the total of such production charges paid 
equals the amount of the termination payment in respect of such 
facility, whichever first occurs. After the occurrence of either said 
event, Contractor shall be under no further obligation to pay such 
production charge in respect of such facility. 


(3) Within ninety (90) days after the end of each month after 
the date of the receipt of any termination payment and until Contrac- 
tor’s obligation to pay all production charges has expired, Contractor 
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shall furnish to the Government a certified statement of the number 
of tons of aluminum produced from the additional facilities and sold 
or utilized during such monthly period and shall, with such certificate, 


pay to the Government the amount of production charges due for such 
period. 


(4) Contractor may, at its option, pay any production charge in 
advance, but shall in no event be required to pay any production 
charges except for aluminum actually produced from the additional 
facilities and sold or utilized (including aluminum produced from the 
additional facilities but not yet sold or utilized at the expiration of 
such fifteen-year (15) period). 


(5) If the rate of such production charges, as calculated above, 
shall become an undue economic burden to the Contractor and Con- 
tractor shall so demonstrate to the satisfaction of the Administrator, 
then the Administrator shall grant such reduction in such rate and 
such extension of the period during which such reduced rate shall be 
payable upon actual production and sale or utilization, as he may deem 
appropriate. 


(6) In the event of termination of this contract by the Govern- 
ment as provided in subparagraph (a) of this Article, the sole right 
and remedy of the Contractor, either at law or equity, shall be to re- 
ceive a termination payment or payments, under the circumstances 
and subject to the terms and conditions set forth in this Article. 


(c) If Contractor continues to take the sixty (60) month amorti- 
zation deduction authorized by Section 124A of the Internal Revenue 
Code with respect to all of the additional facilities until the expiration 
of the sixty (60) month period, then the Government shall not be obli- 
gated to make any termination payment to Contractor, provided that 
Contractor may, at its option, elect to discontinue taking the sixty (60) 
month amortization deduction as to any of the additional facilities at 
any time after termination and prior to the expiration of such sixty 
(60) month period, and upon so doing, will be entitled to such termina- 
tion payments as hereinbefore provided. 


(d) Nothing in this contract is intended to limit or curtail Con- 
tractor’s statutory right to discontinue amortization deductions under 
Section 124A of the said Code at any time, provided, however, that 
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Contractor’s exercise of such right shall not increase the amount of 
the termination payment or payments otherwise payable to Contractor 
under this Article had Contractor not elected to exercise such right, 
nor extend the time within which Contractor may elect to take or may 
request any termination payment provided for in this Article. Whether 
Contractor is or is not taking, or has or has not taken amortization de- 
ductions under said Section 124A with respect to any of the additional 
facilities or any part thereof, the termination payment or payments 
with respect thereto shall be computed as if Contractor had been tak- 
ing such amortization deductions. In any event, the limit of the Gov- 
ernment’s obligation to make any termination payment with respect 
to any facility shall not exceed eighty per cent (80%) of the cost of 
such facility for Federal income tax purposes less an amount equal to 
one-sixtieth (1/60th) of eighty per cent (80%) of such cost for each 
month following the month in which such facility was completed, up 
to and including the month preceding the month as of which the ter- 
mination payment becomes due and payable. 


ARTICLE IX. 


While Contractor’s obligation to make production charge payments 
to the Government pursuant to Artictz VIII continues, Contractor 
agrees, to the extent that it actually produces aluminum at such addi- 
tional facilities, to make available aluminum produced at such facilities 
for sale to the Government, in the manner and subject to the conditions 
provided in Arricie III(a), and to non-integrated users, in the manner 
and subject to the conditions provided in Artiote III(b), at Contrac- 
tor’s lowest published market price at date of delivery, and on Con- 
tractor’s current standard terms and conditions of sale in effect at 
time of purchase, provided that Contractor’s obligation to sell alumi- 
num to the Government and to non-integrated users during any period 
pursuant to this Arriciz [X shall not exceed twenty-five per cent (25%) 
of the production of such additional facilities for such period. 


ARTICLE X. 


The Government, acting through General Services Administration 
as an authorized guaranteeing agency under Executive Order No. 
10161, dated September 9, 1950, and Executive Order No. 10200, dated 
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January 3, 1951, agrees to guarantee any loans obtained by the Con- 
tractor to construct the additional facilities, to the extent required by 
the lender concerned and as determined by the guaranteeing agency 
after consideration of the recommendations of the appropriate Federal 
_ Reserve Bank. If any such loan is guaranteed and remains unpaid, 
in whole or in part, at the time any termination payment or payments 
described in Articte VIII above is or are due to the Contractor from 
the Government, the Government reserves the right, at its option, to 
require the Contractor to apply any or all of such termination payment 
or payments to the payment of all or any part of the principal install- 
ments of said guaranteed loan in the regular order of maturity. 


ARTICLE XI. 


(a) The price at which aluminum pig, ingot and billets shall be sold 
to non-integrated users in accordance with Articie III(b) and Arriciz 
IV shall be Contractor’s lowest published price for the grade of alu- 
minum involved in effect at the time of delivery (including the terms 
and conditions applicable thereto). 


The price at which aluminum pig and ingot shall be sold to the 
Government in accordance with Articie III(a) and (c) and Arricie 
IV shall be Contractor’s lowest published price for the grade involved 
(including the terms and conditions applicable thereto) in effect at the 
time of delivery, provided, however, that if at the time of delivery the 
current published market price of either Aluminum Company of Amer- 
ica or Kaiser Aluminum & Chemical Corporation is lower than Con- 
tractor’s published price, the price to the Government shall be the 
lower of: (i) the weighted average (as defined below) of the lowest 
current market prices so published of the three present producers 
averaged during the ninety (90) days preceding the date of delivery; 
or (ii) Contractor’s lowest published price in effect at the time of de- 
livery for the corresponding grade of aluminum. 


The weighted average shall be computed on the basis of the then 
existing primary aluminum capacities of the three present producers 
which for the purposes of this clause shall conclusively be deemed to 
be Reynolds Metals Company, thirty per cent (30%); Aluminum Com- 
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pany of America, forty-five per cent (45%); and Kaiser Aluminum & 
Chemical Corporation, twenty-five per cent (25%). 


Contractor shall invoice the Government at its said published 
market price in effect at the time of delivery and grant any credits 
required by the above formula in Contractor’s first succeeding invoice 
after it becomes possible to compute such credits, which computation 
shall be promptly made. 


(b) In the event that price controls are placed upon aluminum by 
the Government which result in Contractor’s inability to earn a rea- 
sonable profit from the operation of the additional facilities and, after 
reasonable efforts, Contractor is unable to obtain relief from such price 
controls to the extent that such price controls cause such inability, then 
Contractor shall have the right to terminate the contract. Such ter- 
mination shall become effective thirty (30) days after receipt of written 
notice thereof delivered by the Contractor to the Administrator, and 
upon such termination the provisions of Articue VIII(b) through (d) 
shall apply. Contractor may assign, pursuant to the Assignment of 
Claims Act of 1940, as amended May 15, 1951, to any bank, trust com- 
pany, or other financing institution, including any Federal lending 
agency, as security for any loans obtained by the Contractor to con- 
struct the additional facilities, its right under the provisions of Article 
VIII(b) to receive a termination payment, in which event such termi- 
nation payment to be made to the assignee shall not be subject to reduc- 
tion or set-off. Such assignment shall not be made to more than one 
party, except that such assignment may be made to one or more parties 
as agent or agents or trustee or trustees for two or more parties par- 
ticipating in any loans obtained by the Contractor to construct the addi- 
tional facilities. For the purpose of this subparagraph (b), it is the 
understanding wf the parties that Contractor’s published market price 
shall represent the cost of production (exclusive of the amount of 
accelerated amortization in excess of normal depreciation) plus a rea- 
sonable profit, and that Contractor’s profit existing at this time is a 
reasonable profit. 


(c) In the event that the price control authorities grant relief to 
the Contractor in accordance with subparagraph (b) above, with re- 
spect to the Contractor’s prices on sale to the Government or to non- 
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integrated users, or both, pursuant to this contract, then the prices 
authorized by such relief shall apply to such sales under this contract 
during the effective period of such relief, and upon the termination of 
such relief, the price provisions otherwise specified in this contract 
shall again govern. 


ARTICLE XII. 


The time for performance by the Contractor of its obligations 
under the provisions of this contract relating to the construction of 
the additional facilities, to the production and delivery of aluminum 
from such additional facilities, or to the operation of such additional 
facilities, shall be extended at the option of the Contractor and upon 
the terms and conditions set forth in the following provisos, by a time 
or times equivalent to any delays, interruptions or cessations occa- 
sioned by force majeure (herein defined as any cause which is beyond 
the reasonable control of and not due to the fault or negligence of thé 
Contractor, including without limitation acts of God, strikes, fire, 
storm, sabotage, acts of war or public enemy, and priority or alloca- 
tion requirements or other acts of the Federal Government) ; provided 
that the Contractor shall give to the Administrator, within thirty (30) 
days after the occurrenge of each such force majeure, written notice 
thereof together with a statement setting forth the facts evidencing 
such force majeure, and further provided that at the conclusion of the 
duration of each such force majeure the Contractor shall, within thirty 
(30) days thereafter, give to the Government written notice of the 
termination of such force majeure. 


In the event that any occurrence of force majeure resulting from 
priority or allocation requirements or other acts of the Federal Gov- 
ernment prevents the date of completion of the additional aluminum 
reduction facilities from occurring by or before January 1, 1953, the 
Contractor may, at any time thereafter, by written notice delivered to 
the Administrator, elect to proceed with the performance of this con- 
tract as if such date of completion had occurred. In the event of such 
election, the provisions of this contract which are expressly dependent 
upon the occurrence of such date of completion, including without limi- 
tation Arricts ITI and Arrictz VIII hereof, shall become effective as 
if the date of completion of construction had occurred upon the date 
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of receipt of such notice by the Administrator, provided that the amount 
of aluminum which it shall be the duty of the.Government to buy and 
the duty of the Contractor to sell to the Government and to non-inte- 
grated users hereunder in each subsequent six-month period specified 
in and under the conditions of Articie ITI shall be limited to the actual 
capacity of the additional aluminum reduction facilities during such 
period; and further provided that the provisions of this Article shall 
not relieve Contractor from its obligations to complete the construction 
and operation of the additional facilities, except during the period or 
periods when Contractor is prevented from so doing by conditions of 
force majeure. 


ARTICLE XIII. 


(a) If the Contractor applies for and despite due diligence does not 
obtain guaranteed loans on terms satisfactory to Contractor pursuant 
to Arricte X hereof, within forty-five (45) days after the date when 
the Contractor applies for such guaranteed loans or after the date of 
execution of this agreement, whichever date may be the later, the 
Contractor may, at any time thereafter before such guaranteed loans 
are obtained, terminate this agreement on the terms provided in ArticLz 
XIV hereof. If such guaranteed loans are applied for and not obtained 
within ninety (90) days after the Contractor applies for such guaran- 
teed loans or after the date of execution of this agreement, whichever 


date may be the later, then the Government may also, at any time there- 
after before such guaranteed loans are obtained, terminate this agree- 
ment on the terms provided in Articte XIV hereof. 


(b) If the contractor despite due diligence does not obtain all 
priorities and allocations necessary for the purchase and delivery of 
equipment, supplies, materials, and services of any nature required 
for the completion or placing into operation of the additional facilities, 
and the inability to obtain such priorities and allocations substantially 
interferes with the completion or placing into operation of the addi- 
tional facilities for a consecutive period of 180 days, or such further 
period as may hereafter be mutually agreed upon, then the Contractor 
may terminate this agreement on the terms provided in Artictz XIV 
hereof. 
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ARTICLE XIV. 


In the event this agreement is terminated pursuant to ArricLz 
XII, termination shall become effective thirty (30) days after 
receipt of notice delivered by Contractor to the Administrator, or by 
the Administrator to Contractor, as the case may be, and upon such 
termination the following provisions shall apply: 


With respect to each contract or commitment theretofore made by 
Contractor and relating to the additional reduction facilities (including, 
without limitation, contracts and commitments for utility services, 
fuel, power, labor, transportation, materials, supplies, equipment, con- 
struction and services), the Government shall reimburse Contractor for 
all expenditures actually made thereunder up to the date of termina- 
tion. Contractor may assign, pursuant to the Assignment of Claims 
Act of 1940, as amended May 15, 1951, to any bank, trust company, or 
other financing institution, including any Federal lending agency, as 
security for any loans obtained by the Contractor to construct the addi- 
tional facilities, its right under the provisions of this Articte XIV 
to receive such reimbursement, in which event such reimbursement 
to be paid to the assignee shall not be subject to reduction or set-off. 
Such assignment shall not be made to more than one party, except that 
such assignment may be miade to one or more parties as agent or agents 
or trustee or trustees for two or more parties participating in any 
loans obtained by the Contractor to construct the additional facilities. 
The Government shall either, at its option, (i) require the assignment 
by Contractor to the Government of such contract or commitment and 
assume Contractor’s obligations thereunder, or (ii) direct Contractor 
to cancel or settle such contract or commitment and reimburse Con- 
tractor for its expenditures in effecting such cancellation and settle- 
ment. Contractor shall thereupon transfer or deliver to the Govern- 
ment all real and personal property obtained by Contractor as a result 
of such expenditures and not previously consumed. Contracts and com- 
mitments within the meaning of this Articrz XIV shall be deemed to 
include, without limitation, any utility services, fuel, power, labor, 
transportation, materials, supplies, equipment, construction and serv- 
ices relating to the additional reduction facilities supplied or to be 
supplied or performed or to be performed by the Contractor itself. 
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ARTICLE XV. 


(a) If (1) this agreement has been terminated pursuant to ARTICLE 
VIII or Articie XI(b) hereof, and (2) Contractor is obligated to make 
production payments to the Government, and (3) at the time notice 
of exercise of the option by the Government hereinafter referred to is 
given, the additional reduction facilities, as such facilities are defined 
in Articue II, including all additions, renewals and improvements there- 
of and thereto, but excluding the additional pots and one additional 
pot line at the Jones Mills, Arkansas, Aluminum Reduction Plant and 
additional pots at the Troutdale, Oregon, Aluminum Reduction Plant, 
are and have been substantially idle for a continuous period of at least 
one (1) year immediately prior to the receipt of such notice (not includ- 
ing in the computation of such period any time during which con- 
ditions of force majeure, as defined in Arrictz XII, exist) then the 
Government shall have the option to purchase the additional reduction 
facilities from Contractor, exclusive of the additional pots and one 
additional pot line at the Jones Mills, Arkansas, Aluminum Reduction 
Plant and additional pots at the Troutdale, Oregon, Aluminum Reduc- 
tion Plant, at a price calculated as set forth below. The Government’s 
option shall be exercised by delivering a written notice to Contractor 
of its election to exercise such option, stating the date it shall become 
effective, which date shall not be less than ninety (90) days from the 
date of its receipt by Contractor. 


(b) If Contractor, in good faith, before the effective date of the 
option, places the additional reduction facilities subject to option in 
substantial operation, then the Government’s exercise of its option to 
purchase shall become without effect, but the Government shall there- 
after have the option to purchase said facilities if, at a later date, all 
of the conditions set forth in subparagraph (a) of this Article recur, 
subject to the same terms and conditions of subparagraphs (a) and (b) 
of this Article. 


(c) For the purpose of subparagraphs (a) and (b) above, the 
additional reduction facilities subject to option shall be deemed to be 
substantially idle unless facilities capable of producing thirty-five 
million pounds (35,000,000) of aluminum per year are in operation, 
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and substantial operation of the additional reduction facilities subject 
to option shall consist of the operation of facilities capable of producing 
at least thirty-five million pounds (35,000,000) of aluminum per year. 


(d) The purchase price for the additional reduction facilities shall 
be such amount as shall fully reimburse Contractor for the entire 
cost of the facilities to be purchased after deducting from such cost the 
profit or adding thereto the loss, as the case may be, resulting from 
the operation and maintenance of said facilities from the date of their 
initial operation to the effective date of the exercise of the option. 


In computing the purchase price; the following adjustments shall 
be made and the principles herein stated shall be followed: 


1, There shall be deducted from the cost of the additional 
reduction facilities the amount of termination payments paid by 
the Government to Contractor on account of said facilities pur- 
chased, less production charges paid by Contractor on account of 
said facilities. 


2. In determining Contractor’s profit or loss: (i) Amortization 
and depreciation of said facilities to be purchased which has act- 
ually been taken shall be subtracted from the cost of operations; 
(ii) the cost of operations shall include all costs of starting up, 
shutting down and of maintaining said facilities purchased in stand- 
by condition, including all costs of cancelling commitments result- 
ing from shutdowns and all interest accrued or paid by Contractor 
on borrowed money attributable to the construction or operation 
of the additional facilities; (iii) The costs of operation shall in- 
clude a charge for alumina and any other materials furnished 
by Contractor for operation of said facilities at fair market prices 
but not less than Contractor’s cost of furnishing same (including 
applicable depreciation and depletion at normal rates) plus a 
reasonable profit; provided, however, that if such alumina or other 
materials are purchased by the Contractor from a wholly-owned 
subsidiary, the charge to be included shall be at fair market value, 
but not less than such subsidiary’s costs of furnishing the same 
(including depreciation and depletion at normal rates) plus a rea- 
sonable profit, with the further qualification that such computa- 
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tions of costs and profits shall be not more than such subsidiary 
is currently charging others for the same materials; (iv) There 
shall be deducted from the profit of each year, or added to the loss 
of each year of operating said facilities, a pro rata share of the 
general administrative and selling expenses, and said expenses 
shall be prorated in the proportion which the net sales and the 
value of intracompany and intercompany transfers of products 
produced by the additional reduction facilities bear to the total 
net sales and the value of intracompany and intercompany trans- 
fers of the Contractor and its wholly-owned subsidiaries for such 
year. In calculating the foregoing proportion with respect to 
selling expenses, sales to the Government under this contract shall 
be excluded; (v) Any intracompany or intercompany sales or 
transfers shall be deemed to have been made at the Contractor’s 
current market prices. 


3. Contractor’s profit or loss in the fabrication of any alumi- 
num produced at the said facilities shall be excluded from all com- 
putations of the purchase price of said facilities, it being under- 
stood that neither the profit nor loss resulting from the operation 
of any of Contractor’s facilities, other than those being purchased 
by the Government pursuant to this option, is to be taken into 
account in determination of the purchase price. 


4. There shall be deducted from such purchase price any tax 
benefit which may be realized by the Contractor as a result of the 
deduction by the Contractor of any net operating loss attributable 
to the said facilities (computed with the deduction of depreciation 
or amortization pursuant to the provisions of Section 124A of the 
Internal Revenue Code as actually allowed for the purposes of com- 
puting Contractor’s Federal income and excess profits tax liabili- 
ties) from net income from other operations of the Contractor. 


5. It is the intent of the parties that Contractor shall be fully 
reimbursed for all of its expenditures as hereinabove defined for 
the construction, acquisition, maintenance, operation and shut- 
down of the facilities purchased, without profit or loss to Con- 
tractor (excluding profit or loss from the production of raw mate- 
rials and the fabrication of aluminum), as if Contractor had never 
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owned said facilities. If payment of said purchase price does not 
so reimburse Contractor because of taxes payable as a result of 
receipt thereof, then the purchase price shall be adjusted so that 
Contractor is so reimbursed without profit or loss as if Contractor 
had never owned or operated the said facilities. 


(e) As promptly as possible after the receipt of notice of the 
exercise of the option, the parties shall compute and agree upon the 
purchase price. Upon the effective date of the option, Contractor shall 
execute and deliver to the Government a deed to all of said property. 
Contractor shall be obligated to convey only such title to the property 
as it or its subsidiaries hold at the time it receives the notice from the 
Government exercising the option, except that the property shall be 
conveyed free and clear of all liens and encumbrances for indebtedness 
incurred by Contractor with the exception of any lien or encumbrance 
held by the Government. At the same time Contractor shall assign 
and transfer to the Government such contracts relating to the operation 
of the facilities as it has the right to assign and transfer and upon 
such assignment and transfer the Government shall assume all obliga- 
tions for the further performance thereof. The purchase price shall 
become due and payable upon delivery of the deed of the Contractor to 
the Government, and if the parties have not agreed upon the purchase 
price then the Government shall pay to the Contractor the amount it 
shall have computed as the purchase price without prejudice to the right 
of Contractor to negotiate further with the Government in an effort to 
arrive at a purchase price satisfactory to Contractor and failing that 
without prejudice to whatever rights it may have to proceed in the 
Court of Claims to recover such an amount which when added to the 
amount which has heretofore been paid it shall in the judgment of the 
Court of Claims represent the appropriate purchase price computed 
under the provisions of this Articte XV. In any such action in the 
Court of Claims the determination of an appropriate purchase price 
computed under the provisions of this Artictz XV shall be de novo, and 
any prior calculation or calculations by either party of any item or 
items entering into the computation of the purchase price theretofore 
paid to the Contractor, shall be without prejudice to either party in 
such action. 
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Contractor may assign, pursuant to the Assignment of Claims Act 
of 1940, as amended May 15, 1951, to any bank, trust company, or other 
financing institution, including any Federal lending agency, as security 
for any loans obtained by the Contractor to construct the additional 
facilities, its right under the provisions of this Artictz: XV to receive 
such purchase price, in which event such purchase price to be paid to 
the assignee shall not be subject to reduction or set-off. Such assign- 
ment shall not be made to more than one party, except that such assign- 
ment may be made to one or more parties as agent or agents or trustee 
or trustees for two or more parties participating in any loans obtained 
by the Contractor to construct the additional facilities. 


ARTICLE XVI. 


As used herein, the term ‘‘Administrator’’ means the Admini- 
strator of General Services and his successors in function. 


ARTICLE XVII. 


All or any part of the obligations of Contractor under this agree- 
ment may be performed by and in the name of any wholly-owned domes- 
tic subsidiary corporation or corporations of Contractor, provided that 
Contractor guarantees such performance, and in such event at Con- 
tractor’s request, any payment with respect to such portion of the 
contract so performed by the subsidiary shall be made to such sub- 
sidiary. It is understood that Contractor may determine to conduct its 
sales of aluminum through a sales subsidiary corporation or corpora- 
tions and that in such event, for the purposes of this agreement, the 
published prices of such subsidiary sales corporation or corporations 
or of the Contractor, whichever shall be lower, shall be deemed the pub- 
lished prices of Contractor, and sales by such subsidiary sales corpora- 
tion or corporations shall be considered the sales of Contractor. 


ARTICLE XVIII. 


It is understood that Contractor may install equipment at the addi- 
tional aluminum reduction facilities for the conversion of a portion of 
the capacity of such facilities from pig to ingot. Contractor shall be 
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obligated to deliver aluminum ingot to the Government or to non-inte- 
grated users during any period to the extent of orders received under 
the terms of this agreement, but not to exceed the quantity of ingot 
which the Contractor is reasonably able to produce with the equipment 
installed at the additional aluminum reduction facilities during such 
period. 


ARTICLE XIX. 


Contractor shall deliver aluminum to the Government at the deliv- 
ery point within the continental United States specified in each order 
of the Government given pursuant to the terms of this contract. Such 
delivery point may be f.o.b. point of origin (or shipping point) ; f.o.b. 
Contractor’s plant (warehouse or other facility) point of origin (or 
shipping point) ; f.o.b. point of origin (or shipping point), freight pre- 
paid; f.o.b. point of origin (or shipping point), freight allowed; f.o.b. 
destination ; or f.o.b. destination within buyer’s premises ; provided that 
such delivery point is in accordance with the Contractor’s terms and 
conditions applicable to the contract price in effect at the time of de- 
livery. A delivery point other than in accordance with Contractor’s 
terms and conditions applicable to the contract price in effect at time 
of delivery may be specified upon the mutual consent of the parties. 
Contractor shall be responsible for each shipment of aluminum covered 
by this contract until it is delivered at the designated delivery point, 
regardless of the point of inspection. When delivery at that point has 
been effected, then all risk of loss, including without limitation claims 
for losses and damages in connection with care and handling of the 
metal thereafter, shall be deemed to have passed from Contractor to 
the Government. 


ARTICLE XX. 


(a) All aluminum delivered to the Government pursuant to this 
contract shall be subject to inspection and test by the Government, to 
the extent practicable at all times and places including the period of 
manufacture, and in any event prior to final acceptance. 


(b) In ease any such aluminum is defective in material or work- 
manship or otherwise not in conformity with the requirements of this 
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contract, the Government shall have the right either to reject it (with 
or without instruction as to its disposition), or to require its replace- 
ment. Aluminum which has been rejected or required to be replaced 
shall be removed, as requested by the Administrator or his duly author- 
ized representative, by and at the expense of the Contractor promptly 
after notice, and shall not again be tendered for acceptance unless the 
former tender and either the rejection or requirement of replacement 
is disclosed. If the Contractor fails to promptly remove such aluminum 
when requested by the Administrator or his duly authorized represen- 
tative, and to proceed promptly with the replacement thereof, the Gov- 
ernment at its option may (1) by contract or otherwise replace such 
aluminum and charge to the Contractor the cost occasioned the Govern- 
ment thereby, or (2) terminate the right of the Contractor to make de- 
livery of the amount of aluminum so rejected for default, or (3) accept 
the aluminum so rejected at an appropriate reduction of the contract 
price. 


(c) If any inspection or test is made by the Government on the 
premises of the Contractor, the Contractor without additional charge 
shall provide all reasonable facilities and assistance for the safety and 
convenience of the Government inspectors in the performance of their 
duties. If Government inspection or test is made at a point other than 
the premises of the Contractor, it shall be at the expense of the Govern- 
ment: Provided, That in ease of rejection the Government shall not be 
liable for any reduction in value of samples used in connection with 
such inspection or test. All inspections and tests by the Government 
shall be performed in such a manner as not to unduly delay the work. 
The Government reserves the right to charge to the Contractor any 
additional cost of Government inspection and test when aluminum is 
not ready at the time such inspection and test is requested by the Con- 
tractor. Final acceptance or rejection of the aluminum shall be made 
as promptly as practicable after delivery, but in any event within 
thirty (30) days thereafter. 


(d) The inspection and test by the Government of any aluminum 
sold hereunder or lots thereof does not relieve the Contractor from any 
responsibility regarding defects or other failures to meet the contract 
requirements which may be discovered prior to final acceptance. Ex- 
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cept as otherwise provided in this contract, final acceptance shall be 
conclusive except as regards latent defects or fraud. 


(e) The Contractor shall provide and maintain an inspection sys- 
tem acceptable to the Government covering the aluminum sold here- 
under. Records of all inspection work by the Contractor shall be kept 
complete and available to the Government during the performance of 
this contract and for such longer period as may be specified elsewhere 
in this contract. 


ARTICLE XXI. 


The Contractor agrees that there will be delivered under this con- 
tract only such unmanufactured articles, materials, and supplies (which 
term ‘‘articles, materials, and supplies’’ is hereinafter referred to in 
this clause as ‘‘supplies’’) as have been mined or produced in the 
United States, and only such manufactured supplies as have been manu- 
factured in the United States substantially all from supplies mined, 
produced, or manufactured, as the case may be, in the United States. 
Pursuant to the Buy American Act (41 U. S. Code 10a-c), the foregoing 
provision shall not apply (i) with respect to supplies excepted by the 
Administrator from the application of that Act, (ii) with respect to 
supplies for use outside the United States, (iii) with respect to the 
supplies to be delivered under this contract, which are of a class or 
kind determined by the Administrator or his duly authorized repre- 
sentative not to be mined, produced, or manufactured, as the case may 
be, in the United States in sufficient and reasonably available commer- 
cial quantities and of a satisfactory quality, or (iv) with respect to such 
supplies, from which the supplies to be delivered under this contract 
are manufactured, as are of a class or kind determined by the Admin- 
istrator or his duly authorized representative not to be mined, pro- 
duced, or manufactured, as the case may be, in the United States in 
sufficient and reasonably available commercial quantities and of a satis- 
factory quality, provided that this exception (iv) shall not permit de- 
livery of supplies manufactured outside the United States if such sup- 
plies are manufactured in the United States in sufficient and reason 
ably available commercial quantities and of a satisfactory quality. 
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The Administrator hereby determines for the purpose of this con- 
tract that bauxite for the manufacture of primary aluminum is not 
mined, produced or manufactured, as the case may be, in the United 
States in sufficient and reasonably available commercial quantities and 
of a satisfactory quality. 


ARTICLE XXII. 


In connection with the performance of work under this contract, 
the Contractor agrees not to employ any person undergoing sentence of 
imprisonment at hard labor. 


ARTICLE XXIII. 


This contract, to the extent that it is of a character specified in 
the Eight-Hour Law of 1912 as amended (40 U. S. Code 324-326) and 
is not covered by the Walsh-Healey Public Contracts Act (41 U. S. 
Code 35-45), is subject to the following provisions and exceptions of 
said EKight-Hour Law of 1912 as amended, and to all other provisions 
and exceptions of said Law: 


No laborer or mechanic doing any part of the work contem- 
plated by this contract, in the employ of the Contractor or any sub- 
contractor contracting for any part of the said work, shall be re- 
quired or permitted to work more than eight hours in any one 
calendar day upon such work, except upon the condition that com- 
pensation is paid to such laborer or mechanic in accordance with 
the provisions of this clause. The wages of every such laborer and 
mechanic employed by the Contractor or any subcontractor engaged 
in the performance of this contract shall be computed on a basic 
day rate of eight hours per day; and work in excess of eight hours 
per day is permitted only upon the condition that every such 
laborer and mechanic shall be compensated for all hours worked 
in excess of eight hours per day at not less than one and one-half 
times the basic rate of pay. For each violation of the requirements 
of this clause a penalty of five dollars shall be imposed upon the 
Contractor for each such laborer or mechanic for every calendar 
day in which such employee is required or permitted to labor more 
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than eight hours upon said work without receiving compensation 
computed in accordance with this clause; and all penalties thus im- 
posed shall be withheld for the use and benefit of the Government. 


ARTICLE XXIV. 


If this contract is for the manufacture or furnishing of materials, 
supplies, articles, or equipment in an amount which exceeds or may ex- 
ceed $10,000 and is otherwise subject to the Walsh-Healey Public Con- 
tracts Act as amended (41 U. 8. Code 35-45), there are hereby incor- 
porated by reference all representations and stipulations required by 
said Act and regulations issued thereunder by the Secretary of Labor, 
such representations and stipulations being subject to all applicable 
rulings and interpretations of the Secretary of Labor which are now 
or may hereafter be in effect. 


ARTICLE XXV. 


In connection with the performance of work under this contract, 
the Contractor agrees not to discriminate against any employee or ap- 
plicant for employment because of race, creed, color, or national origin ; 
and further agrees to insert the foregoing provisions in all subcontracts 
hereunder except subcontracts for standard commercial supplies or for 
raw materials. 


ARTICLE XXVI. 


No member of or delegate to Congress, or resident commissioner, 
shall be admitted to any share or part of this contract, or to any benefit 
that may arise therefrom; but this provision shall not be construed to 
extend to this contract if made with a corporation for its general benefit. 


ARTICLE XXVII. 


The Contractor warrants that no person or selling agency has been 
employed or retained to solicit or secure this contract upon an agree- 
ment or understanding for a commission, percentagé, brokerage, or con- 
tingent fee, excepting bona fide employees or bona fide established 
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commercial or selling agencies maintained by the Contractor for the 
purpose of securing business. For breach or violation of this warranty 
the Government shall have the right to annul this contract without lia- 
bility or in its discretion to deduct from the contract price or considera- 
tion the full amount of such commission, percentage, brokerage, or 
contingent fee. 


ARTICLE XXVIII. 


In the event of any dispute arising under this contract, the Con- 
tractor shall, notwithstanding the pendency of such dispute, diligently 
proceed with the performance of this contract. 


ARTICLE XXIX. 


This contract is entered into pursuant to the Defense Production 
Act of 1950 (Public Law 774, 81st Congress) ; the Strategic and Critical 
Materials Stock Piling Act (Public Law 520, 79th Congress); and the 
Federal Property and Administrative Services Act of 1949 (Public 
Law 152, 8lst Congress), as amended. 

IN wWitNESS WHEREOF, the parties hereto have set their hands and 


seals this 18th day of July, 1951, as of December 19, 1950. 


Unitep States or AMERICA 


By (Signed) Jess Larson (SEAL) 
Administrator of General Services 


Reynoutps Metats Company 


By (Signed) Marion M. Caskre 


Executive Vice President 
ATTEsT: 


(Signed) Preston WickHam 
Assistant Secretary 
(SEAL) 





ALUMINUM INDUSTRY 
EXHIBIT A. 


UNITED STATES 
DEPARTMENT OF THE INTERIOR 
OFrFIcE OF THE SECRETARY 
Wasurineoton 25, D. C. 


December 11, 1950 
My dear Mr. Larson: 


Pursuant to the provisions of the Defense Production Act of 1950 
(Public Law 774, 81st Congress) and the President’s Executive Order 
No. 10161 of September 9, 1950 (15 F. R. 6105), to enable you to enter 
into suitable contracts for the purchase of or commitments to purchase 
aluminum, and to enable you or any other authorized agency of the 
Government to make provision for loans (including participations in, 
or guarantees of, loans) to domestic producers, all under the provisions 
of said Act and Order, and all within the limits of the following certifi- 
cations, I do hereby certify that the following are necessary in the in- 
terests of national defense and to carry out the express purpose and 
policies of said Act and Order: 


1. The construction of new facilities for production of alumi- 
num within as short a period as possible to increase the production 
capacity in the United States by 450,000 tons per annum. As the 
military and essential civilian programs are made more firm, this 
goal may have to be enlarged. 


2. The negotiation and entering into of suitable contracts to 
purchase or commitments to purchase all or so much of said addi- 
tional production by the Government as may be necessary to pro- 
cure the construction and installation of facilities for its pro- 
duction. 


3. This certification relates to the construction of and produc- 
tion from all or any of the following facilities: 


a. Facilities having a capacity of 120,000 tons per annum 
to be constructed by the Aluminum Company of America. 


b. Facilities having a capacity of 100,000 tons per annum 
to be constructed by Reynolds Metals Company. 
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c. Facilities having a capacity of 100,000 tons per annum 
to be constructed by Kaiser Aluminum and Chemical Cor- 
poration. 


d. Facilities having a capacity of 54,000 tons per annum 
to be constructed by the Apex Smelting Company. 


e. Facilities having a capacity of 72,000 tons per annum 
to be constructed by the Harvey Machine Company. 


Without in any manner desiring to. dictate to you the terms and 
provisions of these aluminum contracts, I think it desirable to call to 
your attention that with respect to Apex and Harvey serious consid- 
eration should be given to the desirability of assuring that terms for 
these companies are based on an adequate showing that their costs and 
prices will not diverge so materially from those of established pro- 
ducers as to threaten the existing cost and resulting low price policies 
of the industry. 


The location and type of power to be utilized by most of the above 
plants cannot yet be specified, but it is understood that the selection will 
be made on the basis of the lowest cost of producing aluminum con- 
sistent with the earliest date production can begin. In issuing this cer- 
tification, I am reserving for certification later the plant locations and 
types of power under consideration for each aluminum producer. I 
want to review the proposed locations and types of electric power and 
source of energy, whether steam, gas engine or hydro, for each alumi- 
num plant. It will be necessary to verify the feasibility of proposed 
schedules to produce and install the electrical equipment, and to deter- 
mine what action may be necessary to rearrange production schedules 
where manufacturers’ assembly lines are already committed. This is 
essential to avoid conflict with the large power requirements that must 
also be scheduled for other urgent programs, particularly atomic energy 
and certain chemicals and metals. 


Sincerely yours, 


/s/ Oscan L. CoapmMan 
Secretary of the Interior 
Hon. Jzss Larson, Administrator 
General Services Administration 
Washington 25, D. C. 
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EXHIBIT B. 
UNITED STATES 


DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Wasuineron 25, D. C. 


Dec. 29, 1950. 
My dear Mr. Larson: 


This will supplement my letter of December 11, 1950, certifying 
under section 303 of Executive Order 10161 to the necessity for addi- 
tional aluminum production in the interest of national defense. At this 
time I wish to complete my certification in the case of the proposed 
facilities for the production of 20,000 short-tons of aluminum per an- 
num to be constructed by Reynolds Metal Company. 


Company—Reynolds Metal Company 
Capacity—A pproximately 20,000 short-tons of aluminum per year. 


Type of Power—A contract has been entered into with the Ar- 
kansas Power and Light Company to furnish this 
power from steam equipment. Natural gas for 
fuel will be supplied to the power company under 
Reynolds Metal Company contract with the Ar- 
kansas, Louisiana Gas Company. Reynolds 
Metal Company will install a steam boiler in its 
Hurricane Creek Plant at Bauxite to generate 
power and interchange 4,000 kw with the Ar- 
kansas Power and Light Company. 


Location—The reduction plant and related facilities to be located 
at Jones-Mills, Arkansas.* 


I extend my certificate dated December 11, 1950, with respect to 
facilities having a capacity of 20,000 short-tons per annum to be con- 
structed by Reynolds Metal Company, and to include the location and 
power supplies set forth above. 
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This certification does not imply an obligation on the part of the 
United States to schedule manufacturers’ production of steam power 
generating equipment in a preferred position if interim electric power 
supply can be obtained from other sources. 


It is estimated by the Reynolds Metal Company that the aluminum 
plant will be completed June or July of 1951. Arrangements have been 
made for delivery of power upon completion of the aluminum plant. 


Sincerely yours, 





(Sgd.) Oscar L. Coapman 
Secretary of the Interior 

Hon. Jess Larson, Administrator 

General Services Administration 

Washington 25, D. C. 
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EXHIBIT C. 
UNITED STATES 


DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Wasuincton 25, D. C. 


Dec. 29, 1950. 
My dear Mr. Larson: 


This will supplement my letter of December 11, 1950, certifying 
under section 303 of Executive Order 10161 to the necessity for addi- 
tional aluminum production in the interest of national defense. At this 
time I wish to complete my certification in the case of the proposed 
facilities for the production of 5,000 short-tons of aluminum per annum 
to be constructed by Reynolds Metal Company. 


Company—Reynolds Metal Company 
Capacity—Approximately 5,000 short-tons of aluminum per year. 


Type of Power—Supplied by the Bonneville Power Administration 
on an interruptible basis and available when the 
aluminum facilities are completed which is esti- 
mated to be March or April 1951. 


Location—Troutdale, Oregon 


I extend my certificate dated December 11, 1950, with respect to 
facilities having a capacity of 5,000 short-tons per annun to be con- 
structed by Reynolds Metal Company, and to include the location and 
power supplied as set forth above. 


It is estimated by the Reynolds Metal Company that the aluminum 
plant will be completed March or April 1951. Arrangements have 
been made for interruptible power as of this date. 


Sincerely yours, 


(Sgd.) Oscar L. Coapman 
Secretary of the Interior 
Hon. Jess Larson, Administrator 
General Services Administration 
Washington 25, D. C. 


70669 O—56—>pt. 2 29 
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EXHIBIT D. 


UNITED STATES 
DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Wasurineton 25, D. C. 


Jan -5 1951 
My dear Mr. Larson: 


This will supplement my letter of December 11, 1950, certifying 
under Section 303 of Executive Order 10161, to the necessity for addi- 
tional aluminum production in the interest of national defense. At 
this time, I wish to complete my certification in the case of proposed 
facilities for the production of 75,000 short tons of aluminum per annum 
to be constructed by Reynolds Metals Company. 


Company—Reynolds Metals Company 
Capacity—Approximately 75,000 short tons of aluminum per year. 


Type of Power—Construction of new power plant, using natural 
gas as fuel in Diesel engines or gas engines or 
steam boilers, or some combination of these. 


Location—The area of Corpus Christi, Texas. 


I extend my certification dated December 11, 1950, with respect to 
facilities having a capacity of 75,000 short tons per annum to be con- 
structed by Reynolds Metals Company and to include the location and 
power supplies as set forth above. 


This certification does not imply an obligation on the part of the 
United States to schedule manufacturers’ production of steam power 
generating equipment in a preferred position if interim electric power 
supply can be obtained from other sources. 


Since the details of the power plant have not yet been fully 
developed by the Company, it is my understanding that the Company 
will keep me fully advised and furnish me with copies of plans, when 
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they have been developed, including copies of fuel or power supply con- 
tracts, as to the specific location and details of power and fuel source 
and price. 


Sincerely yours, 


(Sgd.) Oscar L. Coapman 
Secretary of the Interior 


Hon. Jess Larson, Administrator 
General Services Administration 
Washington 25, D. C. 
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AMENDMENT No. 1 tro Contract No. GS-OOP(D)-12008 BETWEEN THE UNITED 
STaTES OF AMERICA AND REYNOLDS METALS COMPANY 


Contract No. GS-OOP(D)-12008, executed July 18, 1951, between the United 
States of America and Reynolds Metals Company, is hereby amended as follows: 

1. Subparagraph (a) of Article VIII of said contract is hereby deleted. 

2. All references in said contract relating to the right of the Government to 
terminate said contract pursuant to Article VIII and to the termination of said 
contract by the Government pursuant to Article VIII shall be considered to be 
deleted. 

3. The first sentence of subparagraph (a) of Article XV of said contract is 
hereby amended by deleting the phrase “one (1) year’ in clause (3) of said 
sentence and inserting in place thereof the phrase ‘“‘ninety (90) days’’. 

IN WITNESS WHEREOF the parties hereto have executed this Amendment in 
quadruplicate this 27th day of February, 1953. 


[SEAL] Unitep States oF AMERICA, 
By RusseELL ForBEs, 
Acting Administrator of General Services. 
REYNOLDS METALS COMPANY, 
By Marion M. CaskKIE, 
Executive Vice President. 
Attest: 
B. P. Houuanp, Jr., 
Assistant Secretary. 








Contract No. GS-OOP(D)-12214 








Contract 
AMONG 
UNITED STATES OF AMERICA, 
REYNOLDS METALS COMPANY 
AND 


REYNOLDS REDUCTION COMPANY 


EXECUTED OCTOBER 22, 1952 
AS OF OCTOBER 11, 1951 
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CONTRACT — 


THIS CONTRACT, entered into as of the 11th day of October, 
1951, by the Unrrep Srarzs or America, herein called the Government, 
acting through the Administrator of General Services, herein called the 
Administrator, and Reynotps Metats Company, a corporation existing 
under the laws of the State of Delaware, herein called Contractor, and 
Reynotps Repuction Company, a corporation existing under the laws 
of the State of Delaware, herein called Reduction, 


WiITNESSETH: 


WHEREAS, Reduction, all the outstanding stock of which is owned 
by Contractor, proposes to acquire and own the ‘‘additional facilities’’ 
hereinafter described in paragraphs (a)(ii) and (b) of Arriotz II, to 
borrow money for the purpose of constructing and acquiring such fa- 
cilities, to mortgage such facilities to secure the payment of said bor- 
rowings and to lease such facilities to Contractor for operation by it, 
and 


WHEREAS, Contractor proposes to operate such facilities and 
produce and sell aluminum pursuant to the terms of this Contract and 
to that end has entered into a Lease with Reduction, dated as of April 
1, 1952, and into a Finance Agreement dated as of April 1, 1952, with 
Reduction and Manufacturers Trust Company, as Trustee under a 
Mortgage and Deed of Trust dated as of April 1, 1952, between Re- 
duction and Manufacturers Trust Company and A. F. Keuthen, as 
Trustees, 


NOW, THEREFORE, it is agreed as follows: 


ARTICLE I. 


Propvotion anp Sate or ALUMINUM 


Subject to the terms and conditions hereof, Contractor agrees to 
produce and to sell Three Hundred Thousand (300,000) short tons of 
2,000 pounds each, of primary aluminum pig, said primary aluminum 
to be of minimum grade of ninety-nine per cent (99%) aluminum, 








= @reraT es: 
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which primary aluminum is herein called the ‘‘additional production’’. 
Contractor will produce such aluminum from facilities which Con- 
tractor and Reduction agree hereafter to construct, herein called the 
‘tadditional facilities’’. Such production and sale shall commence upon 
the date of completion of the additional facilities (as defined herein- 
after) and shall continue thereafter at a rate of approximately Sixty 
Thousand (60,000) short tons per year, except that for the first six 
months of operation after the date of completion of the additional facil- 
ities, production may be at such lesser rate as may be necessarily 
inherent in newly constructed facilities. Such production and sale shall 
continue until Three Hundred Thousand (300,000) short tons of alumi- 
num have been so produced from the additional facilities after the date 
of completion of construction (as defined hereinafter) and shall be 
completed within a period of six years after such date of completion, 
but in no event later than June 30, 1959, unless extended as hereinafter 
provided in Articte XII. For the purposes of this contract the date 
of completion of construction of the additional facilities shall be the 
first day on which there shall have been tapped electrolytic cells con- 
structed as a part of the aluminum reduction plant hereinafter de- 
scribed in Articie II(a) (ii) capable of producing aluminum in the ag- 
gregate at a rate in short tons which will equal the difference between 
54,000 short tons per year and the amount by which the rated annual 
production capacity of Contractor’s Corpus Christi, Texas aluminum 
reduction plant shall have been increased over 75,000 short tons per 
year. Upon the occurrence of such event, Contractor and Reduction 
shall forthwith issue a cetificate to the Government certifying such 
date to be the date of said completion. 


ARTICLE II. 
Construction or ApprrionaL Facritres 


Contractor and Reduction shall proceed respectively without delay 
to construct and acquire the additional facilities for the production of 
said aluminum. The ‘‘additional facilities’’ shall consist of: 


(a) ‘Additional aluminum reduction facilities,’’ consisting of 
(i) additional facilities to be constructed by Contractor at or in- 
stalled in Contractor’s Corpus Christi, Texas aluminum reduction 
plant, now under construction, to increase the capacity of said 
plant from approximately seventy-five thousand (75,000) short 
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tons of aluminum per year to approximately eighty thousand 
(80,000) short tons of aluminum per year; (ii) an aluminum reduc- 
tion plant and related facilities to be constructed by Reduction in 
the vicinity of Arkadelphia, Arkansas, having a capacity of ap- 
proximately fifty-five thousand (55,000) short tons of aluminum 
per year; and 

(b) ‘‘ Additional alumina facilities,’’ consisting of an alumina 
plant and related facilities to be constructed by Reduction in the 
vicinity of Corpus Christi, Texas, having a capacity of approxi- 
mately three hundred sixty-five thousand (365,000) short tons of 
alumina per year. 


As used in this Contract, the terms ‘‘additional facilities’’, ‘‘addi- 
tional aluminum reduction facilities’? and ‘‘additional alumina facili- 
ties’’ shall have the meaning set forth in this Arricie II. 


ARTICLE IiIl. 


DisPosITioN OF PropucTion From AppDITIONAL 
Atuminum Repvuction FaAci.iries 


Commencing with the date of completion of the additional facili- 
ties, and continuing until the termination or completion of this Con- 
tract, and subject to priority delivery as may be required pursuant to 
law, the aluminum produced at the additional facilities shall be disposed 
of as follows: 


(a) (1) The Government may require Contractor to sell to 
it, at the price provided in Articte XI hereof, all or any of the 
additional production for the initial period described in Articie 
III(a)(2) hereof and for each consecutive six-month period dur- 
ing the continuance of this Contract. 


(2) Contractor shall, ninety (90) days before the date it esti- 
mates the additional facilities will be completed, advise the Govern- 
ment of the estimated date of completion, the estimated duration 
of the initial period after completion and the amount of aluminum 
Contractor estimates it will produce from the additional facilities 
during the initial period after completion. The initial period 
shall run from the date of completion of the additional facilities 
to the termination date of the then current six-month period effec- 
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tive pursuant to subparagraphs (a) and (b) of Arriciz III of the 
contract between the Government and Contractor executed July 18, 
1951, as of December 19, 1950, provided that if such termination 
date is less than ninety (90) days after the date of completion of 
the additional facilities, the initial period shall extend to the ter- 
mination date of the following six-month period specified in sub- 
paragraphs (a) and (b) of Arricre III of said contract executed 
July 18, 1951, as of December 19, 1950. It is recognized that, after 
the additional facilities are completed within the meaning of this 
Contract, additional time thereafter will be required to bring the 
aluminum reduction pots to full capacity, and that production for 
the initial period after completion of the additional aluminum re- 
duction facilities may be less than the production in subsequent 
six-month periods. Within thirty (30) days after receipt of such 
notice, the Government shall notify Contractor in writing of the 
amount of aluminum it elects to purchase during the initial period 
commencing with the date of completion of the additional facili- 
ties. The notice shall be a firm order for the purchase of the 
quantity stated, and deliveries to the Government shall commence 
as soon as practicable after the date of completion of the additional 
facilities. Notwithstanding such estimate, Contractor shall not be 
obligated to deliver to the Government aluminum in excess of the 
amount produced at the additional aluminum reduction facilities 
during said period. 


(3) Thereafter, at least ninety (90) days prior to the begin- 
ning of each subsequent six-month period during the continuance 
of this Contract and before completion thereof, the Government 
shall give notice in writing to Contractor of the amount of alu- 
minum it elects to purchase from the production of the additional 
aluminum reduction facilities for such period. Each such notice, 
when given, shall be a firm order for the purchase of the quantity 
stated. If no notice is given within the time provided in the pre- 
ceding sentence, Contractor shall be under no obligation to deliver 
aluminum to the Government pursuant to this Artictz III during 
the following six-month period. 


(4) The Government shall in each such notice specify the 
amount of aluminum it desires to have comply with the National 
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Stock Pile Material Purchase Specification current at the time of 
such notice. Thereafter, Contractor shall deliver such quantities 
in accordance with such specification, provided that (a) Contractor 
shall not be required under this subparagraph (4) to deliver metal 
meeting a specification more burdensome than National Stock Pile 
Material Purchase Specification P-62 in effect at the date of this 
Contract, and (b) the Government may not order more than ten 
thousand (10,000) short tons of aluminum meeting the Stock Pile 
Specification in any six-month period, or proportionate amounts 
in longer or shorter periods. 


(5) It is the intent of the parties that the Administrator will 
exercise the Government’s right to purchase aluminum under this 
Articue III(a) so as to purchase approximately equal percentages 
of the additional production produced by Contractor, by Aluminum 
Company of America and by Kaiser Aluminum & Chemical Cor- 
poration, respectively, under the Government’s entire program of 
expanded aluminum production, and the Administrator agrees 
that, insofar as practicable, the Government will not purchase 
from Contractor under this Artictz III(a) quantities which are 
proportionately larger, in relation to Contractor’s portion of the 
entire program of expanded aluminum production, than the quan- 
tities being purchased from such other companies; provided, that 
the Government shall not be obligated to undergo any price dis- 
advantage by reason of the provisions of this subparagraph. 


(6) Deliveries under all orders pursuant to this subparagraph 
(a) shall be made in approximately equal monthly quantities, 
unless a different delivery schedule is specified in the Govern- 
ment’s notice; provided, however, that the Government shall not 
specify for delivery in any one month a quantity greater than one 
month’s productive capacity of the additional facilities. 


(b) (1) For the initial period and each consecutive six-month 
period thereafter referred to in subparagraph (a) above, Con- 
tractor shall offer pig, ingot or billets for sale to non-integrated 
users, at the price provided in Articre XT hereof, in the aggregate 
quantity, if any, by which the amount ordered by the Government 
for such period, in accordance with subparagraph (a), is less than 
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two-thirds of the reasonably estimated additional production for 
such period. As used in this Contract, the term ‘‘non-integrated 
user’’ shall mean any manufacturer, fabricator, finisher or pro- 
ducer in the United States who is not a producer of primary 
aluminum or an affiliate or subsidiary of such a producer, and who 
is purchasing such aluminum for his own manufacturing, fabricat- 
ing, finishing or producing operations. Said offer shall be made 
for a period of at least thirty (30) days and shall be made by 
publishing a notice in ‘‘The American Metal Market’’ or by such 
other method as Contractor and the Administrator may mutually 
agree upon. Such notice shall advise that said aluminum is for 
sale and that such non-integrated users may submit orders for the 
purchase thereof during a period of thirty (30) days from the 
date of first publication of the notice. Such notice shall be pub- 
lished in each edition for two weeks, commencing at least thirty 
(30) days prior to the beginning of the initial period and at least 
sixty (60) days prior to the beginning of each subsequent period. 


All orders shall be subject to Contractor’s acceptance, to Con- 
tractor’s approval of the credit of the purchaser and to Con- 
tractor’s standard terms and conditions of sale then in effect. 
Subject to the provisions of the foregoing sentence, Contractor 
shall accept on a first-come first-served basis sufficient orders from 
non-integrated users to equal the quantity thus offered for sale, as 
above provided. Thereafter, and following expiration of the above 
period of thirty (30) days from the date of first publication of the 
notice in the event the quantity thus offered for sale is not fully 
purchased during said period, Contractor shall have no obligation 
to accept any further orders from non-integrated users for the 
period. Nothing herein shall prohibit Contractor from reducing 
the quantity of any order which it considers disproportionately 
large in relation to the other orders it has received from other 
non-integrated users for such period. Contractor may discontinue 
publication of the notice in the event Contractor has accepted prior 
to the expiration of the two weeks publication period sufficient 
orders from non-integrated users to equal the quantity offered for 
sale as hereinabove provided. If, pursuant to the terms of this 
Articte, the amount of aluminum which Contractor. is obligated 
to offer for sale to such non-integrated users is zero, then Con- 
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tractor need not publish the notice or make the offer to non- 
integrated users referred to above. Nothing in this paragraph (b) 
of ArticLe III is intended to affect or prejudice the Contractor’s 
privilege first to sell or offer for sale to industry aluminum pro- 
duced from its other facilities. 

It is understood and agreed that (a) the Government may en- 
force this provision in its own name, by first seeking specific per- 
formance, and in the event the court decides that no equitable 
remedy lies, then the Government may sue for damages, and in 
that event the measure of damages shall be the damages to non- 
integrated users affected but not including consequential damages, 
and (b) only the Government may enforce this provision, and no 
third party shall have any right whatever to enforce this pro- 
vision, either in its own right or by derivative right from the 
Government. 





(2) It is recognized that Contractor has made and intends in 
the future to make contracts with such of its customers who are 
non-integrated users for the delivery of aluminum pig, ingots and 
billets which may be produced from the additional aluminum re- 
duction facilities. The maximum quantity of aluminum which Con- 
tractor may be obligated to deliver pursuant to such commitments 
for any applicable period may be deducted from the quantity which 
Contractor is obligated to make available to other non-integrated 
users for such period under this subparagraph (b), provided that 
Contractor may not so deduct any quantities to be delivered pur- 
suant to any contract which requires Contractor to deliver in ex- 
cess of Five Hundred Thousand (500,000) pounds of aluminum 
per month to the purchaser unless such contract shall have been 
approved by the Administrator. The Administrator shall be 
deemed to have approved any such contract unless he disapproves 
the same and so notifies Contractor in writing within fifteen (15) 
days after written notice has been received by him of the terms of 
such contract. Any quantity so deducted by Contractor and not 
actually delivered pursuant to such contracts, and not delivered 
to other non-integrated users during such perio’, shall be added 
to the quantity which Contractor is obligated to offer to non- 
integrated users during the subsequent period. 
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(3) If, after receiving the notice from the Government of the 
amount of aluminum it elects to purchase as provided in subpara- 
graph (a) hereof, Contractor finds that the quantity ordered by the 
Government for any such period is such that it may be impossible 
for Contractor to fulfill its prior commitments to such other cus- 
tomers as are non-integrated users, Contractor may advise the 
Administrator of such fact. The Administrator shall thereupon 
review the quantity ordered by the Government and if under all 
of the circumstances the Administrator considers it advisable, he 
may reduce the quantity ordered by the Government. 


(c) Any quantity of additional production from the additional] 
aluminum reduction facilities not disposed of in accordance with 
this Articte III, and not otherwise sold or utilized by Contractor, 
may be tendered to the Government, in the form of pig only: 


(1) during the period commencing with the date of com- 
pletion of the additional facilities and terminating on the ter- 
mination date of the then current twelve (12) month period 
effective pursuant to subparagraph (c) of Arrictz III of the 
contract between the Government and Contractor, executed 
July 18, 1951, as of December 19, 1950, provided that if such 
termination date is less than ninety (90) days after the date 
of completion of the additional facilities, such period shall ex- 
tend to the termination date of the following twelve (12) 
month period, effective pursuant to subparagraph (c) of 
Artictez III of said contract executed July 18, 1951, as of De- 
cember 19, 1950, and 


(2) during each subsequent consecutive twelve (12) month 
period. 


Such tender, or tenders, shall be made during the first ten (10) 
days of any calendar month during any such period and during 
the first ten (10) days following the expiration of such period, and 
all such tenders shall be considered to be applicable to such 
period. The Government shall purchase the amount so tendered 
at the price specified in Artictz XI. The Government shall not 
be required to buy under this subparagraph (c) for any period 
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specified in this subparagraph (c) more than the actual output of 
the additional aluminum reduction facilities during such period, 
less the quantity of such additional production disposed of in 
accordance with this Artictz III and otherwise sold or utilized by 
Contractor, provided, that under such computations the Contrac- 
tor’s right of substitution under paragraph (b) of Articie VI is 
recognized. 


(d) In no event, except as provided in Articre VII and 
Arricte IX, shall the Government be obligated to order or to pur- 
chase, or Contractor be obligated to accept orders from either the 
Government or non-integrated users for an amount of aluminum 
which, added to the prior production and sale or utilization by Con- 
tractor of aluminum from the additional aluminum reduction 
facilities after the date of completion of the additional facilities, 
exceeds Three Hundred Thousand (300,000) short tons. 


ARTICLE IV. 


Satz or Propuction Brrore CoMPLeTION 
or ADDITIONAL F'AcILiries 


The Government may require the sale to it of all or any part of 
the aluminum produced from the additional aluminum reduction 
facilities from the date of the beginning of commercial production and 
prior to the date of completion of the additional facilities. Such sale 
shall be at the price provided in Articte XI hereof. When Contractor 
is reasonably able to do so, and between ninety (90) days and sixty 
(60) days before the date Contractor estimates commercial production 
will begin, it shall advise the Government of the time when it estimates 
that aluminum will first be commercially produced at the additional 
aluminum reduction facilities and of the quantity which it estimates will 
be produced from such time until the date of completion of the addi- 
tional facilities. Between sixty (60) days and thirty (30) days prior 
to the estimated date when aluminum will first be commercially pro- 
duced, the Government shall notify Contractor in writing of the amount 
of such metal it desires to purchase, which notice shall be a firm order 
by the Government to purchase the quantity of aluminum specified 
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therein at the price and upon the terms and conditions herein set forth. 
for the sale of aluminum to the Government after completion of 
the additional facilities, except that during such period Contractor 
shall not be required to deliver any aluminum of stockpile specifica- 
tions beyond Contractor’s reasonable ability to do so during said 
period, or any aluminum in an amount exceeding the production of the 
additional aluminum reduction facilities. Contractor shall offer in 
pig, ingot or billet form for sale to non-integrated users, at the price 
provided in Articte XI hereof, the quantity, if any, by which the 
amount ordered by the Government for said period is less than two- 
thirds of the estimated production from the additional aluminum re- 
duction facilities for such period, subject to the terms and conditions 
of Articte III(b). Any quantity of aluminum produced during this 
period shall not reduce the quantities otherwise specified in this Con- 
tract, and specifically shall not be included as a portion of the Three 
Hundred Thousand (300,000) tons specified in Arricze I. 


ARTICLE V. 


PayMENT FoR ALUMINUM DELIVERED TO THE GOVERNMENT 


Contractor shall be paid by the Government for all aluminum de- 
livered and accepted upon the submission of properly certified invoices 
or vouchers. Such invoices or vouchers may be submitted to the 
Government upon each delivery of aluminum. 


ARTICLE VI. 


RevatTionsHip or ApprrionaL to Existine Facruries 


(a) It is the intention of this Contract that the Government, by 
agreeing to purchase aluminum from the additional aluminum reduction 
facilities as herein provided, guarantees the disposition of the entire 
output of the additional aluminum reduction facilities to the extent of 
the Three Hundred Thousand (300,000) ton quantity specified in 
Articte I, subject to the rights of termination of Contractor and Re- 
duction as provided in Articre XI (b) and Articte XIII. In this 
connection, it is recognized that Contractor now has other aluminum 
reduction facilities (including those completed and presently under con- 
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_ struction pursuant to the contract executed by the Government and 
Contractor on July 18, 1951, as of December 19, 1950), and may in the 
future acquire further aluminuin reduction facilities other than those 
to be constructed under this Contract. It is understood that, except as 
to orders from the Government expressly placed pursuant to this Con- 
tract for aluminum to be produced at the additional aluminum reduc- 
tion facilities to be constructed under this Contract, Contractor may 
first dispose of the production from such other facilities or utilize for 
its own purposes the production of such other facilities, before dispos- 
ing of or utilizing aluminum from the additional aluminum reduction 
facilities, and that, in accordance with Arricze III(c), the Government 
will purchase from Contractor all of the production of the additional 
aluminum reduction facilities not otherwise disposed of or utilized by 
Contractor. The Government does not, by this Contract, guarantee 
or agree to purchase production from other facilities. 


(b) Without affecting the rights and duties of the parties as set 
forth in the preceding subparagraph, deliveries to the Government 
and to non-integrated users pursuant to Arricres III, IV, VII and IX 
of this Contract may, at Contractor’s option, be made by substituting 
aluminum produced from other facilities for aluminum actually pro- 
duced at the additional aluminum reduction facilities. In such event, 
any necessary invoice adjustments shall be made so that the cost to 
the Government shall not be increased thereby. 


(c) In the event that it becomes an economic burden for Contractor 
to continue to operate some or all of the additional facilities, as well as 
its existing facilities, Contractor may petition the Administrator, set- 
ting forth all of the facts and asking for the privilege of closing down 
all or any portion of the additional facilities that it considers un- 
economic and of delivering from other facilities the aluminum to be 
delivered to the Government or the non-integrated users hereunder. 
Upon receipt of such petition, the Administrator shall give careful 
and due consideration to such request and grant such relief, if any, as 
he considers equitable to Contractor, on such terms and.conditions as 
he may determine. 


(d) Except as provided in paragraphs (b) and (c) of this Articiz 
VI nothing in this Contract is intended to control the sale or use by 
Contractor of aluminum produced from facilities other than the addi- 
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tional aluminum reduction facilities provided for hereunder or to 
direct the manner or extent of such sale or use. 


ARTICLE VII. 


Sate or ALUMINUM TO Non-INTEGRATED USERS FOR 
FirrEeeN YEARS 


As an inducement to the Government to enter into this Contract, 
and as part of the consideration of this Contract, Contractor agrees 
that for a period of fifteen (15) years from and after the date of com- 
pletion of performance specified in Artictz I or from and after the 
effective date of termination by Contractor pursuant to ARrrTicLe 
XI(b) hereof, or until any loan guaranteed by the Government 
is fully repaid, whichever shall be the longer, (but not beyond 
the effective date of the exercise by the Government of its option 
to purchase the additional aluminum reduction facilities pursuant to 
Anticte XV hereof), Contractor will each year make available for sale 
to non-integrated users, on a non-preferential basis under credit con- 
ditions as to each purchaser satisfactory to Contractor, at Contractor’s 
lowest published market price for the grade of aluminum involved as of 
date of delivery, and on Contractor’s current standard terms and con- 
ditions of sale at time of purchase, a quantity of aluminum equal to 
twenty-five (25) per cent of the annual capacity of the additional alu- 
minum reduction facilities, provided, however, that the obligation to 
make sales under this paragraph is limited to those purchasers who, at 
least ninety (90) days in advance of Contractor’s production year, 
make firm purchase commitments with Contractor for specified quanti- 
ties for such production year. In the event Contractor for any year 
receives orders in excess of such twenty-five (25) per cent, nothing 
herein shall prohibit Contractor from reducing the quantity of any 
order which it considers disproportionately large in relation to. the 
other orders it has received from other customers for such year under 
this Artictz VII. Nothing contained in this Arrrotz VII shall require 
Contractor to operate the additional aluminum reduction facilities 
after the full period of performance specified in Articie I, but Con- 
tractor shall be obligated to make available a quantity equal to twenty- 
five (25) per cent of the capacity of such additional aluminum reduc- 
tion facilities whether or not such facilities are actually operated. It 
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is understood and agreed that (1) the Government may enforce this 
provision in its own name, by first seeking specific performance, and 
in the event the court decides that no equitable remedy lies, then the 
Government may sue for damages, and in that event the measure of 
damages shall be the damages to non-integrated users affected but 
not including consequential damages, and (2) only the Government 
may enforce this provision, and no third party shall have any right 
whatever to enforce this provision, either in its own right or by deriva- 
tive right from the Government. 


ARTICLE VIII. 


TERMINATION 


(a) The termination of this Contract by Contractor, as pro- 
vided in paragraph (b) of Articre XI, shall not have the effect of can- 
celling or terminating any order placed by the Government for alu- 
minum pursuant to paragraph (a) of Arricre III or any tenders made 
by Contractor to the Government pursuant to paragraph (c) of ArticLe 
III before the effective date of termination, to the extent that such alu- 
minum has been produced prior to such effective date of termination. 


(b) If Reduction, or an assignee or assignees under assignments 
pursuant to the Assignment of Claims Act of 1940, as amended 
May 15, 1951, as hereafter in subparagraph (b)(1) of this Articiz 


VIII permitted, at any time after such termination and before the 
cost of the aluminum reduction plant and related facilities to be 
constructed in the vicinity of Arkadelphia, Arkansas and the alumina 
plant and related facilities to be constructed in the vicinity of 
Corpus Christi, Texas has been completely amortized, depreciated, or 
otherwise deducted for Federal income tax purposes, certifies to the 
Administrator that with respect to either or both said facilities the 
cost of which has not been completely so amortized, depreciated or 
otherwise deducted, the taking of the sixty (60) month amortization 
deduction authorized by Section 124A of the Internal Revenue Code 
has been discontinued, and that election is made to receive a termina- 
tion payment: 


(1) Thereupon with respect to the aforesaid additional facilities 
there shall become due and payable from the Government to Reduction 





ALUMINUM INDUSTRY 921 


a termination payment equal to the adjusted basis, as computed for 
amortization purposes for Federal income tax purposes, pursuant to 
the provisions of Section 124A(e) of the Internal Revenue Code, of 
either or both such facilities as of the beginning of the month in 
which such notice of election is given. Reduction shall have the right to 
assign, pursuant to the Assignment of Claims Act of 1940, as amended 
May 15, 1951, to any bank, trust company, or other financing institu- 
tions, including any Federal lending agency, as security for any loans 
obtained to construct the additional facilities, its right under the pro- 
visions of this Artictz VIII to receive such termination payment, in 
which event such termination payment to be made to the assignee shall 
not be subject to reduction or set-off. Such assignment shall not be 
made to more than one party, except that such assignment may be 
made to one or more parties as agent or agents or trustee or trustees 
for two or more parties participating in any loans obtained to con- 
struct the additional facilities. The election to discontinue the taking of 
the sixty (60) month amortization deduction as to either of said facili- 
ties need not be made simultaneously but may be made at any time as 
to either facility until the cost of such facility has been amortized to the 
extent of the adjusted basis thereof for amortization purposes as de- 
fined by Section 124A(e) of the Internal Revenue Code. It is the intent 
hereof that any termination payment which may be made pursuant to 
the provisions of this subparagraph will be compensation for the un- 
amortized cost of an emergency facility because a contract with the 
United States involving the use of the facility has been terminated 
by its terms or by cancellation as provided in Section 124A(g) of the 
Internal Revenue Code, as amended by Section 216 of the Revenue Act 
of 1950, and the Administrator agrees to recommend to the certifying 
authority specified in Section 124A(g) that such authority so certify. 


(2) If Reduction receives a termination payment with respect to 
the aluminum reduction plant and related facilities at Arkadelphia, 
Arkansas pursuant to subparagraph (b)(1) of this Articiz, Reduction 
shall pay or cause to be paid to the Government a production charge as 
hereinafter specified on each ton of aluminum produced from such 
additional aluminum reduction facilities after the receipt of such pay- 
ment and sold or utilized. If Reduction receives a termination pay- 
ment with respect to the additional alumina facilities pursuant to sub- 
paragraph (b)(1) of this Arrictz, Reduction shall pay or cause to be 
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paid to the Government a production charge as hereinafter specified on 
each ton of alumina produced from the additional alumina facilities 
after the receipt of such payment and sold or utilized. Said production 
charges shall be paid by or in behalf of Reduction regardless of 
whether Reduction shall or shall not at any particular time or times, 
or from time to time, own or occupy the additional facilities, and re- 
gardless of whether, at any particular time or times, or from time to 
time, the operation of said additional facilities or the production of 
aluminum or alumina therefrom is effected by Reduction or by some 
entity other than Reduction; provided, however, that no production 
charge shall be payable with respect to the aluminum reduction plant 
and related facilities to be constructed in the vicinity of Arkadelphia, 
Arkansas, if or after the Government purchases said plant and facili- 
ties under the provisions of Artictze XV of this Contract; and pro- 
vided further, that no production charge shall be payable with respect 
to the additional alumina facilities if or after the Government pur- 
chases such additional alumina facilities under the provisions of 
Articte XV of this Contract. 

The production charge per ton of aluminum with respect to said 
additional aluminum reduction facilities to be constructed in the vicin- 
ity of Arkadelphia, Arkansas, shall be seventy-five per cent (75%) of 
an amount determined by dividing (a) the number of tons obtained by 
subtracting from two hundred seventy-five thousand (275,000) 
tons of aluminum the number of tons of aluminum actually produced 
from said additional aluminum reduction facilities pursuant to this 
contract from the date of completion of said additional facilities to the 
termination date into (b) the adjusted basis, as of the termination date, 
for amortization purposes, as computed for Federal income tax pur- 
poses pursuant to the provisions of Section 124A(e) of the Internal 
Revenue Code, of such facility with respect to which the termination 
payment was received. 

The production charge per ton of alumina with respect to the addi- 
tional alumina facilities shall be twenty-five per cent (25%) of an 
amount determined by dividing (a) twice the number of tons obtained 
by subtracting from two hundred seventy-five thousand (275,000) tons 
of aluminum the number of tons of aluminum actually produced from 
said additional aluminum reduction facilities pursuant to this Contract 
from the date of completion of said additional facilities to the termina- 
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tion date into (b) the adjusted basis, as of the termination date, for 
amortization purposes, as computed for Federal income tax purposes 
pursuant to the provisions of Section 124A(e) of the Internal Revenue 
Code of such additional alumina facilities. 

Any production charge payable by Reduction with respect to said 
additional aluminum reduction facilities shall be paid either (a) until 
the expiration of fifteen (15) years from the receipt of the termina- 
tion payment (and in such event shall also be paid on all aluminum 
produced from said additional aluminum reduction facilities but not 
yet sold or utilized at the expiration of such fifteen-year period), or 
(b) until the total of such production charges paid equals the amount 
of the termination payment made with respect to said facilities, which- 
ever first occurs. After the occurrence of either said event, there shall 
be no further obligation to pay such production charge in respect of 
said facilities. 

Any production charge payable by Reduction with respect to the 
additional alumina facilities shall be paid either (a) until the expira- 
tion of fifteen (15) years from the receipt of the termination payment, 
(and in such event shall also be paid on all alumina produced from the 
additional alumina facilities but not yet sold or utilized at the expira- 
tion of such fifteen-year period), or (b) until the total of such produc- 
tion charges paid equals the amount of the termination payment made 
with respect to the additional alumina facilities, whichever first occurs. 
After the oceurrence of either said event, Reduction shall be under no 
further obligation to pay such production charges in respect of the 
additional alumina facilities. 


(3) Within ninety (90) days after the end of each month after the 
date of the receipt of any termination payment and until the obligation 
to pay all production charges has expired, Reduction shall furnish to 
the Government a certified statement of the number of tons, if any, of 
aluminum and alumina produced from the additional facilities and sold 
or utilized during such monthly period and shall, with such certificate, 
pay to the Government the amount of production charges due for such 
period. 


(4) Reduction may, at its option, pay any production charge in 
advance, but shall in no event be required to pay any production 
charges except for aluminum and alumina actually produced from the 
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additional facilities and sold or utilized (including aluminum and 
alumina produced from the additional facilities but not yet sold or 
utilized at the expiration of such fifteen-year (15) period). 


(5) If the rate of such production charges, as calculated above, 
shall become an undue economic burden to Reduction and Reduction 
shall so demonstrate to the satisfaction of the Administrator, then 
the Administrator shall grant such reduction in such rate and such 
extension of the period during which such reduced rate shall be pay- 
able upon actual production and sale or utilization, as he may deem 
appropriate. 


(6) In the event of termination of this contract by Contractor as 
provided in subparagraph (b) of Articie XI, the sole right and remedy 
of Contractor and Reduction, either at law or equity, shall be for Re- 
duction to receive a termination payment or payments, under the cir- 
cumstances and subject to the terms and conditions set forth in this 
ARTICLE. 


(c) If the sixty (60) month amortization deduction authorized by 
Section 124A of the Internal Revenue Code with respect to all of the 
additional facilities is continued until the expiration of the sixty (60) 
month period, then the Government shall not be obligated to make any 
termination payment to Reduction, provided that Reduction may elect 


to discontinue taking the sixty (60) month amortization deduction as 
to any of the additional facilities at any time after termination and 
prior to the expiration of such sixty (60) month period, and upon so 
doing, will be entitled to such termination payments as hereinbefore 
provided. 


(d) Nothing in this contract is intended to limit or curtail the 
statutory right to discontinue amortization deductions under Section 
124A of the said Code at any time, provided, however, that the exercise 
of such right shall not increase the amount of the termination payment 
or payments otherwise payable under this Arricrz had election not to 
exercise such right been made nor extend the time within which election 
may be made to take or request any termination payment provided for 
in this Artictz. Whether amortization deductions under said Section 
124A with respect to any of the additional facilities or any part thereof 
are or are not being taken, or have or have not been taken, the termina- 
tion payment or payments with respect thereto shall be computed as 
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if such amortization deductions had been or were being taken. In any 
event, the limit of the Government’s obligation to make any termina- 
tion payment with respect to any facility shall not exceed eighty-five 
per cent (85%) of the cost of such facility for Federal income tax pur- 
poses less an amount equal to one-sixtieth (1/60th) of eighty-five per 
cent (85%) of such cost for each month following the month in which 
such facility was completed, up to and including the month preceding 
the month as of which the termination payment becomes due and 
payable. 


(e) In consideration of Contractor’s acceptance of this contract, 
the Government agrees that it shall have no right to, and will not, termi- 
nate the contract between the United States and Contractor dated July 
18, 1951, effective as of December 19, 1950, for the production and sale 
of Five Hundred Thousand (500,000) tons of aluminum, at any time 
when there is then in effect a contract or contracts between the Govern- 
ment and any suppliers of aluminum for importation into the United 
States from any foreign country of aluminum pig or ingot, providing 
for deliveries aggregating more than Ten Thousand (10,000) tons per 
year, except a contract or contracts entered into pursuant to the Eco- 
nomie Cooperation Act of 1948, as amended, for relief or rehabilitation. 


ARTICLE IX. 


OsuicaTion TO SELL WuH1Le Repvuction’s OsiicaTIon TO Makr 
Propuction PayMEents ConTINUES 


While Reduction’s obligation to make production charge pay- 
ments to the Government pursuant to Articte VIII continues with 
respect to the additional aluminum reduction facilities, Contractor and 
Reduction each agree, to the extent that either actually produces 
aluminum at such additional aluminum reduction facilities, to make 
available aluminum produced at such facilities for sale to the Govern- 
ment, in the manner and subject to the conditions provided in ArticLe 
III(a), and to non-integrated users, in the manner and subject to the 
conditions provided in Artictz III(b), at Contractor’s lowest pub- 
lished market price at date of delivery, and on Contractor’s current 
standard terms and conditions of sale in effect at time of purchase, 
provided that Contractor’s obligation to sell aluminum to the Govern- 
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ment and to non-integrated users during any period pursuant to this 
ArticLe 1X shall not exceed twenty-five per cent (25%) of the produc- 
tion of the additional aluminum reduction facilities for such period. 


ARTICLE X. 


Contrractor’s GUARANTY OF COMPLETION OF ADDITIONAL FACILITIES TO BE 
CoNsTRUCTED By REDUCTION 


Contractor guarantees the completion of the additional facilities to 
be constructed by Reduction, described in Articie II (a) (ii) and (b) of 
this Contract, with funds made available to it by Reduction from the 
proceeds of a loan secured by a Mortgage and Deed of Trust dated as 
of April 1, 1952 between Reduction and Manufacturers Trust Company 
and A. F. Keuthen, as Trustees, and if such funds so made available 
to it are not sufficient then with its own funds up to but not in excess of 
$3,000,000, and if the aggregate of such amounts is not sufficient then 
with funds which may be made available to it by Reduction from any 
additional loans for the purpose of completing such facilities if ob- 
tained from private sources by Reduction, or if Reduction is unable 
to obtain additional loans in an amount or amounts sufficient for such 
purpose from private sources, from funds for such purpose if obtained 
from the Government by Reduction. 

Reduction agrees to seek diligently to obtain such additional loan 
or loans from private sources in an amount or amounts, up to but not 
exceeding $7,000,000, for the purpose of completing said additional 
facilities; and if Reduction is unable to obtain such loan or loans it 
agrees to accept from the Government, and the Government agrees to 
make available to Reduction, sufficient funds up to but not exceeding 
$7,000,000 for such purpose, upon terms, in addition to those set forth 
in the next following paragraph, reasonably acceptable to the Govern- 
ment and Reduction, and Reduction agrees to make such funds avail- 
able to Contractor. 

If Reduction obtains such funds from the Government for the 
purpose of completing such facilities, such funds shall hear interest 
at the rate of 4% per annum compounded annually. Such interest shall 
-be accumulated to the first day of January of the calendar vear fol- 
lowing the calendar year in which full payment shall take place of the 
Bonds secured by Mortgage and Deed of Trust dated as of January 1, 
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1951 from Reynolds Metals Company to Bank of America National 
Trust and Savings Association and W. C. Koenig, as Trustees, and the 
Bonds and Notes secured by a Mortgage and Deed of Trust dated as of 
April 1, 1952 from Reduction to Manufacturers Trust Company and 
A. F. Keuthen, as Trustees, but not later than January 1, 1969, and 
added to the principal amount of the funds and such aggregate amount 
shall become payable in five equal annual installments commencing the 
first day of January of the calendar year following the calendar year 
in which such Bonds and such Bonds and Notes shall have been paid in 
full, or January 1, 1969, as the case may be, with interest at the rate of 
4% per annum, with the privilege to Reduction of prepayment in whole 
or in part. 

If such funds are obtained from the Government by Reduction, 
Contractor agrees that it will not without the consent of the Adminis- 
trator thereafter pay any dividend on its common stock until such 
funds are repaid in full with interest thereon, and that on May 31st of 
the second calendar year following the calendar year in which such - 
funds are obtained and on May 31st of each calendar year thereafter 
until such funds are repaid in full with interest thereon, it will pay for 
and on account of Reduction an amount equal to the increase for the 
preceding calendar year in the sum available for Restricted Payments 
as defined in the Finance Agreement among Reynolds Metals Com- 
pany, Reynolds Reduction Company and Manufacturers Trust Com- 
pany, as Trustee, dated as of April 1, 1952 and in the Mortgage and 
Deed of Trust dated as of January 1, 1951 from Reynolds Metals Com- 
pany to Bank of America National Trust and Savings Association and 
W. C. Koenig, as Trustees. Contractor may substitute for the provi- 
sion just hereinabove set forth its unconditional guaranty of repay- 
ment of such funds obtained from the Government by Reduction. 


ARTICLE XI. 


Sates Price or ALUMINUM; CoNTRACTOR’s RiGHT oF TERMINATION 
’ 


(a) The price at which aluminum pig, ingot and billets shall be sold 
to non-integrated users in accordance with Articiz III (b) and Articie 
IV shall be Contractor’s lowest published price for the grade of alu- 
minum involved in effect at the time of delivery (including the terms 
and conditions applicable thereto). 
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The price at which aluminum pig,.ingot and billets shall be sold to 
the Government in accordance with Arricie III(a) and (c) and ArricLe 
IV shall be Contractor’s lowest published price for the grade involved 
(including the terms and conditions applicable thereto) in effect at the 
time of delivery, provided, however, that if at the time of delivery the 
current published market price of either Aluminum Company of 
America or Kaiser Aluminum and Chemical Corporation is lower than 
Contractor’s published price, the price to the Government shall be the 
lower of: (i) the weighted average (as defined below) of the lowest 
current market prices so published of the three present producers 
averaged during the ninety (90) days preceding the date of delivery; 
or (ii) Contractor’s lowest published price in effect at the time of de- 
livery for the corresponding grade of aluminum. 

The weighted average shall be computed on the basis of the exist- 
ing primary aluminum capacities of the three present producers which 
for the purposes of this clause shall conclusively be deemed to be 
Reynolds Metals Company, thirty per cent (30%); Aluminum Company 
' of America, forty-five per cent (45%); and Kaiser Aluminum and 
Chemical Corporation, twenty-five per cent (25%). 

Contractor shall invoice the Government at its said published 
market price in effect at the time of delivery and grant any credits re- 
quired by the above formula in Contractor’s first succeeding invoice 
after it becomes possible to compute such credits, which computation 
shall be promptly made. 


(b) In the event that price controls are placed upon aluminum by 
the Government which result in Contractor’s inability to earn a reason- 
able profit from the operation of the additional facilities and, after 
reasonable efforts, Contractor is unable to obtain relief from such price 
controls to the extent that such price controls cause such inability, then 
Contractor shall have the right to terminate this Contract. Such ter- 
mination shall become effective thirty (30) days after receipt of written 
notice thereof delivered by Contractor to the Administrator, and upon 
such termination the provisions of Articte VIII shall apply. Re- 
duction shall have the right to assign, pursuant to the Assign- 
ment of Claims Act of 1940, as amended May 15, 1951, to any 
bank, trust company, or other financing institution, including any Fed- 
eral lending agency, as security for any loans obtained to construct 
the additional facilities, its right under the provisions of Articrz VIII 
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to receive a termination payment, in which event such termination 
payment to be made to the assignee shall not be subject to reduction 
or set-off. Such assignment shall not be made to more than one party, 
except that such assignment may be made to one or more parties as 
agent or agents or trustee or trustees for two or more parties par- 
ticipating in any loans obtained to construct the additional facilities. 
For the purpose of this paragraph (b) it is the understanding of the 
parties that (1) the profit from the operation of the additional facili- 
ties shall be determined as if Contractor and Reduction were one 
entity; (2) in determining such profit, the amount of accelerated amor- 
tization in excess of normal depreciation shall not be included in com- 
puting the cost of production; and (3) Contractor’s profit existing at 
the effective date of this Contract is a reasonable profit. 


(c) In the event that the price control authorities grant relief to 
Contractor in accordance with paragraph (b) above, with respect to 
Contractor’s prices on sale to the Government or to non-integrated 
users, or both, pursuant to this Contract, then the prices authorized by 
such relief shall apply to such sales under this Contract during the 
effective period of such relief, and upon the termination of such relief, 
the price provisions otherwise specified in this Contract again shall 
govern. 

ARTICLE XIl. 


Force Maseure 


(a) The time for performance by Contractor and Reduction of 
their respective obligations under the provisions of this Contract re- 
lating to the construction of the additional facilities, to the production 
and delivery of aluminum from the additional aluminum reduction fa- 
cilities, or to the operation of such additional facilities, shall be ex- 
tended at the option of Contractor or Reduction, as the case may be, 
and upon the terms and conditions set forth in the following provisos, 
by a time or times equivalent to any delays, interruptions or cessations 
occasioned by force majeure (herein defined as any cause which is 
beyond the reasonable control of and not due to the fault or negligence 
of Contractor or Reduction, including without limitation acts of God, 
strikes, fire, storm, sabotage, acts of war or public enemy, and priority 
or allocation requirements or other acts of the Federal Government) ; 
provided, that within thirty (30) days after Contractor or Reduction 
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determines that in its judgment a particular force majeure occurrence 
may result in a major delay in the performance of this Contract, Con- 
tractor or Reduction shall give to the Administrator written notice 
thereof, together with a statement setting forth the facts evidencing 
force majeure, and at the conclusion of the duration of each such force 
majeure, Contractor or Reduction shall, within thirty (30) days there- 
after, give to the Government written notice of the termination of such 
force majeure. 


(b) In the event that any occurrence of force majeure resulting 
from priority or allocation requirements or other acts of the Federal 
Government prevents the date of completion of the additional aluminum 
reduction facilities from occurring by or before January 1, 1954, Con- 
tractor may, at any time thereafter, by written notice delivered to the 
Administrator, elect to proceed with the performance of this Contract 
as if such date of completion had occurred. In the event of such elec- 
tion, the provisions of this Contract which are expressly dependent 
upon the occurrence of such date of completion, including without 
limitation Articie III hereof, shall become effective as if the date of 
completion of construction had occurred upon the date of receipt of 
such notice by the Administrator, provided, that without affecting the 
total amount of aluminum which the Government is obligated to buy 
and Contractor is obligated to sell hereunder, the amount of aluminum 
which it shall be the duty of the Government to buy and the duty of 
Contractor to sell to the Government and to non-integrated users here- 
under in each subsequent period specified in and under the conditions 
of Articie III shall be limited to the actual capacity of the additional 
aluminum reduction facilities during such period which is specified in 
the applicable subparagraph of Arricre III; and further provided, that 
the provisions of this subparagraph (b) shall not relieve Contractor 
or Reduction from their respective obligations to complete the con- 
struction and operation of the additional facilities except during the 
period or periods when such action is prevented by conditions of force 
majeure. 

ARTICLE XIII. 


TERMINATION FOR CAUSE 


If Contractor or Reduction despite due diligence does not 
obtain all priorities and allocations necessary for the purchase and 
delivery of equipment, supplies, materials, and services of any nature 
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required for the completion or placing into operation of the additional 
facilities, and the inability to obtain such priorities and allocations 
substantially interferes with the completion or placing into opera- 
tion of the additional facilities for a consecutive period of one hun- 
dred eighty (180) days, or such further period as may hereafter be 
mutually agreed upon, then Contractor or Reduction may terminate 
this Contract on the terms provided in Articue XIV hereof. 


ARTICLE XIV. 


ConSEQUENCES oF TERMINATION FOR CAUSE 


In the event this Contract is terminated pursuant to ARTICLE 
XIII, termination shall become effective thirty (30) days after receint 
of notice delivered by Contractor or Reduction to the Administrator, 
and upon such termination the following provisions shall apply: 

With respect to each contract or commitment theretofore made by 
Contractor or Reduction and relating to the facilities described in sub- 
paragraph (a)(ii) and subparagraph (b) of Arricte II (including, 
without limitation, contracts and commitments for utility services, fuel, 
power, labor, transportation, materials, supplies, equipment, construc- 
tion and services), the Government shall reimburse Contractor and 
Reduction for all expenditures actually made thereunder up to the 
date of termination. All amounts payable by the Government pursu- 
ant to this Articte either to Contractor or Reduction shall be paid to 
Reduction and Reduction shall have the right to assign, pursuant to 
the Assignment of Claims Act of 1940, as amended May 15, 1951, to 
any bank, trust company, or other financing institution, including any 
Federal lending agency, as security for any loans obtained to construct 
the facilities above referred to, its right under the provisions of this 
ArticLte XTV to receive all such payments in which event such payments 
to be paid to the assignee shall not be subject to reduction or set-off. 
Such assignment shall not be made to more than one party, except that 
such assignment may be made to one or more parties as agent or agents 
or trustee or trustees for two or more parties participating in any 
loans obtained to construct the facilities above referred to. The Gov- 
ernment shall, at its option, either (i) require the assignment by 
Contractor or Reduction to the Government of such contract or 
commitment and assume all obligations thereunder, or (ii) direct 
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Contractor or Reduction to cancel or settle such contract or com- 
mitment and reimburse Contractor or Reduction for its expendi- 
tures in effecting such cancellation and settlement. Contractor and 
Reduction shall thereupon, at the request of the Government, transfer 
and deliver to the Government any or all real and personal property 
obtained as a result of such expenditures and not previously consumed. 
Contracts and commitments within the meaning of this Arricue XIV 
shall be deemed to include, without limitation, any utility services, fuel, 
power, labor, transportation, materials, supplies, equipment, construc- 
tion and services relating to the facilities above referred to supplied or 
to be supplied or performed or to be performed by Reduction itself or 
by Contractor. Contractor or Reduction shall be entitled to exclude 
from the provisions of this Articie all contracts and commitments 
relating to the facilities described in subparagraph (b) of Arricre I, 
by delivering written notice of such election to the Administrator, and ; 
in such event neither Contractor nor Reduction shall be entitled to 
reimbursement for expenditures made and shall not be required to 
transfer or deliver to the Government any real or personal property 
obtained by either as a result of expenditures pursuant to such ex- 
cluded contracts or commitments. 





ieee. SPP eR EE cor: 


ARTICLE XV. 


GovERNMENT PurRcHASE OPTION 


(a) If (1) this Contract has been terminated pursuant to ARrTIcLE 
XI(b), and (2) Reduction is obligated to make production payments to 
the Government pursuant to Articie VIII, and (3) at the time notice 
of exercise of the option by the Government hereinafter referred to is 
given, the additional aluminum reduction facilities or the additional 
alumina facilities, as such facilities are defined in Artictz II, including 
all additions, renewals and improvements thereof and thereto but ex- 
cluding the additional facilities to be constructed at or installed in 
Contractor’s Corpus Christi, Texas, aluminum reduction plant, are 
and have been substantially idle for a continuous period of at least 
one (1) year immediately prior to the receipt of such notice (but not 
including in the computation of such period any time during which 
conditions of force majeure, as defined in Articte XII, exist or such 
period of relief as may be granted by the Administrator pursuant to 
paragraph (c) of Articte VI) then the Government shall have the 
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option to purchase from Reduction the additional aluminum reduction 
facilities, exclusive of the additional facilities to be constructed at or 
instailed in Contractor’s Corpus Christi, Texas aluminum reduction 
plant, and the additional alumina facilities, or either, if only that one 
had been idle for the period heretofore stated, at a price calculated as 
set forth below. The Government’s option shall be exercised by deliv- 
ering a written notice to Contractor and Reduction of its election to 
exercise such option, stating the date it shall become effective, which 
date shall not be less than ninety (90) days from the date of its 
receipt. 


(b) If Contractor or Reduction, in good faith, before the effective 
date of the option, places the additional aluminum reduction facilities 
subject to option or the additional alumina facilities, or both, as the 
case may be, in substantial operation, then the Government’s exercise 
of its option to purchase shall become without effect, but the Govern- 
ment shall thereafter have the option to purchase the said facilities if, 
at a later date, all of the conditions set forth in subparagraph (a) of 
this ArricLe recur, subject to the same terms and conditions of sub- 
paragraphs (a) and (b) of this Articre XV. 


(c) For the purpose of subparagraphs (a) and (b) above, the 
additional aluminum reduction facilities subject to option shall be 
deemed to be substantially idle unless facilities capable of producing 
thirty-five million (35,000,000) pounds of aluminum per year are in 
operation, and the additional alumina facilities shall be deemed to be 
substantially idle unless they are producing at a rate of at least one 
hundred eighty (180) tons a day; and substantial operation of the 
additional aluminum reduction facilities subject to option shall con- 
sist of the operation of facilities capable of producing at least thirty- 
five million (35,000,000) pounds of aluminum per year and substantial 
operation of the additional alumina facilities shall consist of produc- 
tion at the rate of at least one hundred eighty (180) tons a day. 


(d) The purchase price for the additional aluminum reduction 
facilities, exclusive of the facilities to be constructed at or installed 
in Contractor’s Corpus Christi, Texas aluminum reduction plant, or 
the additional alumina facilities, or both, as the case may be, shall be 
such amount as shall fully reimburse Reduction for the entire cost of 
the facilities to be purchased after deducting from such cost the profit 
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or adding thereto the loss, as the case may be, resulting from the 
operation and maintenance of said facilities by Contractor or Reduc- 
tion or both from the date of their initial operation to the effective 
date of the exercise of the option. 

In computing the purchase price, the following adjustments shall 
be made and the principles herein stated shall be followed: 


1. There shall be deducted from the cost of the additional 
aluminum reduction facilities subject to option or the additional 
alumina facilities, or both, as the case may be, the amount of 
termination payments paid by the Government to Reduction on 
account of said facilities to be purchased, less production charges 
paid by or in behalf of Reduction on account of said facilities. 


2. In determining profit or loss: (i) Contractor and Reduc- 
tion shall be considered as if they were one entity; (ii) Amorti- 
zation and depreciation of said facilities to be purchased which has 
actually been taken shall be subtracted from the cost of operations; 
(iii) The cost of operations shall include all costs of starting up, 
shutting down and of maintaining said facilities purchased in 
standby condition, including all standby charges as well as all 
costs of cancelling commitments resulting from shutdowns and all 
interest accrued or paid by Contractor and Reduction on bor- 
rowed money attributable to the construction or operation of 
the additional facilities; (iv) The costs of operation shall include 
a charge for alumina (in the operation of the additional aluminum 
reduction facilities subject to option) and any other materials 
furnished by Contractor or Reduction for operation of said 
facilities at fair market prices but not less than Contractor’s 
or Reduction’s cost of furnishing same (including applicable 
depreciation and depletion at normal rates) plus a reasonable 
profit, provided, however, that if such alumina or other materials 
were purchased by Contractor or Reduction from a wholly-owned 
subsidiary of Contractor, the charge to be included shall be at fair 
market value, but not less than such subsidiary’s cost of furnish- 
ing the same (including depreciation and depletion at normal 
rates) plus a reasonable profit, with the further qualification that 
such computation of costs and profits shall not be more than such 
subsidiary was currently charging others for the same materials; 
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(v) There shall be dedacted from the profit of each year, or added 
to the loss of each year of operating said facilities, a pro rata share 
of the general administrative and selling expenses, and said 
expenses shall be prorated in the proportion which the net sales 
and the value of intracompany and intercompany transfers of 
products produced by the additional facilities bear to the total net 
sales and the value of intracompany and intercompany transfers 
of Contractor and its wholly-owned subsidiaries for such year, 
provided that in the computation of the foregoing net sales and 
the intracompany and intercompany transfers there shall be no 
duplication. In caleulating the foregoing proportion with respect 
to selling expenses, sales to the Government under this Contract 
shall be excluded; (vi) Any intracompany or intercompany sales 
or transfers shall be deemed to have been made at Contractor’s 
current market prices. 


3. Contractor’s profit or loss in the fabrication of any alu- 
minum produced at the additional aluminum reduction facilities 
shall be excluded from all computations of the purchase price of 
said facilities, it being understood that neither the profit nor loss 
resulting from the operation of any of Contractor’s facilities, 
other than those being purchased by the Government pursuant 
to this option, is to be taken into account in determination of the 
purchase price. 


4. There shall be deducted from such purchase price any tax 
benefit which may be realized by Contractor and any tax benefit 
which may be realized by Reduction as a result of the deduction 
by Contractor or Reduction, respectively, of any net operating 
loss attributable to the additional facilities purchased (computed 
with the deduction of depreciation or amortization pursuant to the 
provisions of Section 124A of the Internal Revenue Code as actu- 
ally allowed for the purposes of computing Federal income and 
excess profits tax liabilities) from net income from other opera- 
tions. 


5. It is the intent of the parties that Reduction shall be fully 
reimbursed for all of its and Contractor’s expenditures as herein- 
above defined for the construction (including financing costs), 
acquisition, maintenance, operation and shutdown of the addi- 
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tional facilities purchased, without profit or loss (excluding profit 
or loss from the production of raw materials and the fabrication 
of aluminum). If payment of said purchase price to Reduction 
does not so reimburse Reduction because of taxes payable, then 
the purchase price shall be adjusted so that Reduction is so reim- 
bursed without profit or loss as if Reduction had never owned and 
neither Contractor nor Reduction had ever operated the additional 
facilities purchased. 


(e) As promptly as possible after the receipt of notice of the 
exercise of the option, the parties shall compute and agree upon the 
purchase price. Upon the effective date of the option, Reduction shall 
execute and deliver to the Government a deed to all of said property. 
Both Contractor and Reduction shall be obligated to convey all such 
interest in said property as they, or either of them, or any subsidiary 
or subsidiaries of either of them, hold at the time they receive the 
notice from the Government exercising the option, and the property 
shall be conveyed free and clear of all liens and encumbrances for in- 
debtedness incurred by them, or either of them, or by any subsidiary 
or subsidiaries of either of them, with the exception of any lien or 
encumbrance held by the Government. At the same time Contractor 
and Reduction shall assign and transfer to the Government such 
contracts relating to the operation of the additional facilities to be 
purchased as each of them has the right to assign and transfer 
and upon such assignment and transfer the Government shall as- 
sume all obligations for the further performance thereof. The 
purchase price shall become due and payable upon delivery of the 
deed to the Government and if the parties have not agreed upon 
the purchase price then the Government shall pay to Reduction 
the amount the Government shall have computed as the purchase 
price without prejudice to the right of Reduction to negotiate fur- 
ther with the Government in an effort to arrive at a purchase price 
satisfactory to Reduction and failing that without prejudice to what- 
ever rights Reduction may have to proceed in the Court of Claims to 
recover such an amount which when added to the amount which has 
heretofore been paid shall in the judgment of the Court of Claims 
represent the appropriate purchase price computed under the provi- 
sions of this Articte XV. In any such action in the Court of Claims 
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the determination of an appropriate purchase price computed under 
the provisions of this Articte XV shall be de novo, and any prior cal- 
culation or calculations by either party of any item or items entering 
into the computation of the purchase price theretofore paid to Reduc- 
tion, shall be without prejudice to either party in such action. 
Reduction shall have the right to assign, pursuant to the Assign- 
ment of Claims Act of 1940, as amended May 15, 1951, to any bank, 
trust company, or other financing institution, including any Federal 
lending agency, as security for any loans obtained to construct the 
additional facilities, its right under the provisions of this ArricLE 
XV to receive such purchase price, in which event such purchase 
price to be paid to the assignee shall not be subject to reduction or 
set-off. Such assignment shall not be made to more than one party, 
except that such assignment may be made to one or more parties as 
agent or agents or trustee or trustees for two or more parties par- 
ticipating in any loans obtained to construct the additional facilities. 


ARTICLE XVI. 


ADMINISTRATOR AND GENERAL SERVICES ADMINISTRATION 


As used herein, the term ‘‘ Administrator’’ means the Administra- 
tor of General Services and his successors in function, and the term 
‘‘General Services Administration’? means the General Services Ad- 
ministration, United States Government, and said Administration’s 
successors in function. 


ARTICLE XVII. 


Sates THrover SussipiaAry 


It is understood that Contractor may determine to conduct its sales 
of aluminum through a sales subsidiary corporation or corporations 
and that in such event, for the purposes of this Contract, the published 
prices of such subsidiary sales corporation or corporations or of Con- 
tractor, whichever shall be lower, shall be deemed the published prices 
of Contractor, and sales by such sales subsidiary corporation or cor- 
porations shall be considered the sales of Contractor. 
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ARTICLE XVIII. 


Deuivery or InGot anp BILLETS 


It is understood that Contractor and Reduction may install 
equipment at the additional aluminum reduction facilities for the con- 
version of a portion of the capacity of such facilities from pig to ingot 
and billets, but does not hereby warrant that such equipment will in 
fact be installed. Contractor shall be obligated to deliver aluminum 
ingot and billets to the Government or to non-integrated users during 
any period to the extent of orders received under the terms of this 
Contract, but not to exceed the quantity of ingot and billets which Con- 
tractor is reasonably able to produce with the equipment installed at 
the additional aluminum reduction facilities during such period. 


ARTICLE XIX. 


Pornts AND TEeRMs OF DELIVERY 


Contractor shall deliver aluminum to the Government at the de- 
livery point within the continental United States specified in each order 
of the Government given pursuant to the terms of this Contract. Such 
delivery point may be f. o. b. point of origin (or shipping point) ; f. o. 
b. Contractor’s plant (warehouse or other facility) point of origin (or 
shipping point) ; f. o- b. point of origin (or shipping point), freight pre- 
paid; f. o. b. point of origin (or shipping point), freight allowed; f. o. 
b. destination ; or f, o. b. destination within buyer’s premises; provided, 
that such delivery point is in accordance with Contractor’s terms and 
conditions applicable to the contract price in effect at the time of de- 
livery. A delivery point other than in accordance with Contractor’s 
terms and conditions applicable to the contract price in effect at time 
of delivery may be specified upon the mutual consent of the parties. 
Contractor shall be responsible for each shipment of aluminum 
covered by this Contract until it is delivered at the designated delivery 
point, regardless of the point of inspection. When delivery at that 
point has been effected, then all risk of loss, including without limita- 
tion claims for losses and damages in connection with care and han- 
dling of the metal thereafter, shall be deemed to have passed from Con- 
tractor to the Government. 
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ARTICLE XX. 
INSPECTION 


(a) All aluminum delivered to the Government pursuant to this 
Contract shall be subject to inspection and test by the Government, to 
the extent practicable at all times and places including the period of 
manufacture, and in any event prior to final acceptance. 


(b) In case any such aluminum is defective in material or work- 
manship or otherwise not in conformity with the requirements of this 
Contract, the Government shall have the right either to reject it (with 
or without instruction as to its disposition), or to require its replace- 
ment. Aluminum which has been rejected or required to be replaced 
shall be removed, as requested by the Administrator or his duly author- 
ized representative, by and at the expense of Contractor promptly after 
notice, and shall not again be tendered for acceptance unless the former 
tender and either the rejection or requirement of replacement is dis- 
closed. If Contractor fails to remove promptly such aluminum when 
requested by the Administrator or his duly authorized representative, 
and to proceed promptly with the replacement thereof, the Government 
at its option may (1) by contract or otherwise replace such aluminum 
and charge to Contractor the cost occasioned the Government thereby, 
or (2) terminate the right of Contractor to make delivery of the amount 
of aluminum so rejected for default, or (3) accept the aluminum so 
rejected at an appropriate reduction of the contract price. 


(c) If any inspection or test is made by the Government on the 
premises of Contractor, Contractor without additional charge shall 
provide all reasonable facilities and assistance for the safety and con- 
venience of the Government inspectors in the performance of their 
duties. If Government inspection or test is made at a point other 
than the premises of Contractor, it shall be at the expense of the 
Government: Provided, That in case of rejection the Government shall 
not be liable for any reduction in value of samples used in connection 
with such inspection or test. All inspections and tests by the Govern- 
ment shall be performed in such a manner as not to delay unduly the 
work. The Government reserves the right to charge to Contractor any 
additional cost of Government inspection and test when aluminum is 
not ready at the time such inspection and test is requested by Con- 
tractor. Final acceptance or rejection of the aluminum shall be made 
as promptly as practicable after delivery, but in any event within 
thirty (30) days thereafter. 
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(d) The inspection and test by the Government of any aluminum 
sold hereunder or lots thereof does not relieve Contractor from any 
responsibility regarding defects or other failures to meet the contract 
requirements which may be discovered prior to final acceptance. [Ex- 
cept as otherwise provided in this Contract, final acceptance shall be 
conclusive except as regards latent defects or fraud. 


(e) Contractor shall provide and maintain an inspection system 
acceptable to the Government covering the aluminum sold hereunder. 
Records of all inspection work by Contractor shall be kept complete 
and available to the Government during the performance of this Con- 
tract and for such longer period as may be specified elsewhere in this 
Contract. 

ARTICLE XXI. 


Buy American Act 


Contractor agrees that there will be delivered under this Contract 
only such unmanufactured articles, materials, and supplies (which term 
‘farticles, materials, and supplies’’ is hereinafter referred to in this 
ArticLE XXI as ‘‘supplies’’) as have been mined or produced in the 
United States, and only such manufactured supplies as have been man- 
ufactured in the United States substantially all from supplies mined, 
produced, or manufactured, as the case may be, in the United States. 
Pursuant to the Buy American Act (41 U. 8S. Code 10 a-c), the foregoing 
provision shall not apply (i) with respect to supplies excepted by the 
Administrator from the application of that Act, (ii) with respect to 
supplies for use outside the United States, (iii) with respect to supplies 
to be delivered under this Contract, which are of a class or kind de- 
termined by the Administrator or his duly authorized representative 
not to be mined, produced, or manufactured, as the case may be, in the 
United States in sufficient and reasonably available commercial quan- 
tities and of a satisfactory quality, or (iv) with respect to such supplies, 
from which the supplies to be delivered under this Contract are manu- 
factured, as are of a class or kind determined by the Administrator or 
his duly authorized representative not to be mined, produced, or manu- 
factured, as the case may be, in the United States in sufficient and 
reasonably available commercial quantities and of a satisfactory qual- 
ity, provided that this exception (iv) shall not permit delivery of 
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supplies manufactured outside the United States if such supplies are 
manufactured in the United States in sufficient and reasonably avail- 
able commercial quantities and of a satisfactory quality. 

The Administrator hereby determines for the purpose of this Con- 
tract that bauxite for the manufacture of primary aluminum is not 
mined, produced or manufactured, as the case may be, in the United 
States in sufficient and reasonably available commercial quantities and 
of a satisfactory quality. 


ARTICLE XXII. 


Prison Lasor Not to BE EMPLOYED 


In connection with the performance of work under this Contract, 
Contractor and Reduction agree not to employ any person undergoing 
sentence of imprisonment at hard labor. 


ARTICLE XXIII. 


Tue Eicut-Hovur Law or 1912 


This Contract, to the extent that it is of a character specified in 
the Eight-Hour Law of 1912 as amended (40 U. S. Code 324-326) and 
is not covered by the Walsh-Healey Public Contracts Act (41 U. S. 
Code 35-45), is subject to the following provisions and exceptions of 
said Kight-Hour Law of 1912 as amended, and to all other provisions 
and exceptions of said Law: 


No laborer or mechanic doing any part of the work contem- 
plated by this Contract, in the employ of Contractor or Reduction 
or any subcontractor contracting for any part of the said work, 
shall be required or permitted to work more than eight hours in 
any one calendar day upon such work, except upon the condition 
that compensation is paid to such laborer or mechanic in 
accordance with the provisions of this clause. The wages of every 
such laborer and mechanic employed by Contractor or Reduction 
or any subcontractor engaged in the performance of this Contract 
shall be computed on a basic day rate of eight hours per day; and 
work in excess of eight hours per day is permitted only upon the 
condition that every such laborer and mechanic shall be com- 
pensated for all hours worked in excess of eight hours per day at 
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not less than one and one-half times the basic rate of pay. For 
each violation of the requirements of this clause a penalty of five 
dollars shall be imposed upon Contractor or Reduction, as the case 
may be, for each such laborer or mechanic for every calendar day 
in which such employee is required or permitted to labor more than 
eight hours upon said work without receiving compensation com- 
puted in aceordance with this clause; and all penalties thus imposed 
shall be withheld for the use and benefit of the Government. 


ARTICLE XXIV. 


Tue WausH-Heatey Act 


If this Contract is for the manufacture or furnishing of materials, 
supplies, articles, or equipment in an amount which exceeds or may ex- 
ceed $10,000 and is otherwise subject to the Walsh-Healey Public Con- 
tracts Act as amended (41 U. 8. Code 35-45), there are hereby incorpo- 
rated by reference all representations and stipulations required by said 
Act and regulations issued thereunder by the Secretary of Labor, such 
representations and stipulations being subject to all applicable rulings 
and interpretations of the Secretary of Labor which are now or may 
hereafter be in effect. 


ARTICLE XXV. 


No DiscrRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this Contract, 
Contractor and Reduction agree not to discriminate against any 
employee or applicant for employment because of race, creed, color, or 
national origin; and further agrees to insert the foregoing provisions 
in all subcontracts hereunder except subcontracts for standard com- 
mercial supplies or for raw materials. 


ARTICLE XXVI. 


Mempers or ConGREss 


No member of or delegate to Congress, or resident commissioner, 
shall be admitted to any share or part of this Contract, or to any benefit 
that may arise therefrom; but this provision shall not be construed 


to extend to this Contract if made with a corporation for its general 
benefit. 
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ARTICLE XXVII. 


SoLicrraTion 


Contractor and Reduction warrant that no person or selling agency 
has been employed or retained to solicit or secure this Contract upon 
an agreement or understanding for a commission, percentage, 
brokerage, or contingent fee, excepting bona fide employees or bona fide 
established commercial or selling agencies maintained by Contractor 
or Reduction for the purpose of securing business. For breach or vio- 
lation of this warranty, the Government shall have the right to annul 
this Contract without liability or in its discretion to deduct from the 
contract price or consideration the full amount of such commission, 
percentage, brokerage, or contingent fee. 


' ARTICLE XXVIII. 
PERFORMANCE Durinc DisPuTEsS 


In the event of any dispute arising under this Contract, Contractor 
and Reduction shall respectively, notwithstanding the pendency of such 
dispute, diligently proceed with the performance of this Contract. 


ARTICLE XXIX. 
DescriptivE Heapincs 


The table of contents and the descriptive headings of the several 
Articies of this Contract are inserted for convenience only and shall 
not control or affect the meaning or construction of any of the provi- 
sions hereof. 

ARTICLE XXX. 


Errect or TERMINATION OF Errner Suppity ContTract 


In the event that either Contract No. GS-OOP(D)-12008 between 
the United States and Contractor, dated July 18, 1951, effective as of 
December 19, 1950, or this Contract, is terminated in accordance with 
applicable contract provisions, then said Contract No. GS-OOP(D)- 
12008 shall be construed and given effect as if the facilities described in 
Articie IT(a) (i) of this Contract had been originally constructed under 
and pursuant to said Contract No. GS-OOP(D)-12008, and the rights 
and obligations of the parties shall be determined accordingly. Contrac- 
tor shall have the right to assign, pursuant to the Assignment of Claims 
Act of 1940, as amended, to any bank, trust company or other financ- 
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ing institution, including any Federal lending agency, as security for 
any loans secured by Mortgage and Deed of Trust dated as of Jan- 
uary 1, 1951, from Reynolds Metals Company to Bank of America 
National Trust and Savings Association and W. C. Koenig, as Trus- 
tees, its rights under the provisions of Artictes VIII, XI(b), XIV and 
XV of said Contract No. GS-OOP(D)-12008 to receive any payments 
with respect to the facilities described in Articite II(a)(i) hereof, in 
which event such payments to be made to the assignee shall not be sub- 
ject to reduction or set-off. 

In the event of any such termination, (a) this Contract shall be 
considered to be amended so that the total amount of aluminum to be 
produced and sold hereunder shall be reduced from 300,000 to 275,000 
tons; (b) Contract No. GS-OOP(D)-12008 shall be considered to be 
amended so that the amount of aluminum to be produced and sold 
thereunder shall be increased from 500,000 to 525,000 tons; and (c) 
all aluminum produced at the facilities described in Articiz IT(a) (i) 
of this Contract shall be considered to have been produced under Con- 
tract No. GS-OOP(D)-12008. 


ARTICLE XXXII. 
AssumMpTIOon or Certain Contract RicHTs aNnD OBLIGATIONS 


If the Lease to Contractor referred to in the recitals hereof shall 
be terminated or cancelled, then upon the conditions hereinafter stated, 
the Corporate Trustee under the Mortgage and Deed of Trust, dated as 
of April 1, 1952, between Reduction and Manufacturers Trust Com- 
pany and A. F’. Keuthen, as Trustees, or an operator or lessee of the 
additional aluminum reduction facilities described in Articiz II (a) (ii) 
hereof (which operator or lessee may be selected from time to time by 
the Trustees under said Mortgage and Deed of Trust), or any person 
or corporation acquiring the said facilities from, or as a result of the 
exercise of the rights of, the Trustees under said Mortgage and Deed 
of Trust, after the Corporate Trustee has given written notice to the 
Administrator of intention so to do, shall have the right and shall be 
obligated in the place and stead of Contractor or the Corporate Trus- 
tee or any operator or lessee who shall have been substituted for Con- 
tractor under the provisions of this Articiz, to produce by means of 
the facilities described in Articie II(a)(ii) hereof and to sell (includ- 
ing the right to sell to the Government which shall have the obligation 
to purchase aluminum pig as provided in this Contract) pursuant to 
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the provisions of this Contract, and at prices determined in the man- 
ner provided herein, the 275,000 tons of aluminum pig, ingot or billets 
covered by this Contract and to be produced from said facilities (less 
any amount thereof so produced by Contractor prior to said termina- 
tion or cancellation of the Lease) and shall have such other rights, 
and be charged with such other obligations, specified in this Contract 
as the Administrator may determine to be reasonably applicable; pro- 
vided (1) that if any such notice is given by the Corporate Trustee 
after production under this Contract has been suspended for a period 
or periods aggregating more than seven months subsequent to said 
termination or cancellation of said Lease, the Administrator may, by 
written notice to the Corporate Trustee within twenty days after the 
receipt of such notice, elect not to permit such substitution, and (2) that 
possession of said facilities by or on behalf of the Corporate Trustee 
or by such operator or lessee or such person or corporation shall be 
taken not later than forty-five days after the giving of any such notice, 
and (3) that any such operator or lessee or such person or corporation, 
as the case may be, shall be, in the opinion of the Administrator, re- 
sponsible and capable of operating said facilities and shall execute 
and deliver to the Administrator not later than the date of taking 
such possession a written assumption of the obligations specified above 
in this Artic.z, including such other obligations specified in this Con- 
tract as the Administrator shall have determined to be reasonably ap- 
plicable. It is understood that neither the giving of such notice by, 
nor the assumption of such obligations by, nor the availability of such 
rights to, said Corporate Trustee or such operator or lessee or such 
person or corporation shall affect, impair, impede, negate or diminish 
any rights or remedies which the Government may have at law or in 
equity, or both, against Contractor or Reduction on account of default 
under this Contract, save by way of mitigation (if any) of damages 
sustained or to be sustained by the Government. 

In the event that said Corporate Trustee or any such operator or 
lessee or such person or corporation succeeds to rights of Contractor 
and assumes obligations of Contractor as provided in this Arriczz, 
Contractor agrees that it will make available to said Corporate Trus- 
tee or such operator or lessee or such person or corporation, as the 
case may be, upon reasonable terms and conditions and at reasonable 
prices, the quantities of alumina required by said Corporate Trustee 
or by such operator or lessee or such person or corporation to meet the 
obligations so assumed with respect to aluminum to be produced from 
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the additional aluminum reduction facilities described in Arriciz 
II(a)(ii) of this Contract; provided that this paragraph shall not 
apply (1) if said Corporate Trustee or such operator or lessee or such 
person or corporation also becomes the operator, lessee or owner of 
the additional alumina facilities described in Articiz II(b) of this Con- 
tract, or (2) unless Contractor or a subsidiary or subsidiaries of 
Contractor controlled by Contractor shall control said additional 
alumina facilities. 

In no event shall the Corporate Trustee, operator, lessee, or such 
other person or corporation succeed pursuant to this Artictz to any 
rights to receive any termination payments under this Contract. 


ARTICLE XXXII. 


Lzasz AND Finance AGREEMENT Nor To BE RESCINDED, TERMINATED OR 
AMENDED WirHovut ConsENT oF ADMINISTRATOR 


Contractor and Reduction agree that without the prior written 
consent of the Administrator they will not voluntarily, either by 
mutual agreement or by the exercise of any rights or options conferred 
therein, or otherwise, rescind, terminate or amend the Lease or the 
Finance Agreement, both dated as of April 1, 1952, and referred to in 
the second recital clause of this Contract, until after the date of com- 
pletion of performance specified in Articie I of this Contract, or so 
long as the guaranty by the Government of the loan secured by the 
Mortgage and Deed of Trust, dated as of April 1, 1952, between Re- 
duction and Manufacturers Trust Company and A. F. Keuthen, as 
Trustees, shall exist, or while the Government may be the owner of any 
part of said loan, whichever shall be the longer period; provided, how- 
ever, that Contractor or Reduction may terminate said Lease pursu- 
ant to paragraphs Eighth or Ninth thereof without the consent of 
the Administrator. 


ARTICLE XXXIII. 


ApprtionaL ALumiInum Repuction PLant To BE OPERATED TO CAPACITY 


Subject to the provisions of Artictz VI(c) and subject to force 
majeure as defined in Articte XII of this Contract, Contractor agrees 
to operate the additional aluminum reduction plant described in 
Arriciz II(a) (ii) of this Contract at the average rate of production of 
Fifty-Five Thousand (55,000) short tons per year, until the date of 
completion of performance specified in Artiote I of this Contract. 
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ARTICLE XXXIV. 
ConTROLLING STATUTE 


This contract is entered into pursuant to the Defense Production 
Act of 1950, as amended, (Public Law 774, 81st Congress; Public Laws 
69, 96 and 429, 82nd Congress). 


In WITNESS WHEREOF, the parties hereto have executed this Con- 
tract in quadruplicate on this 22nd day of October, 1952, as of 
October 11, 1951. 

Unrrep States or AMERICA 


By Jess Larson 
Administrator of General Services 


Reynoutps Metats Company 


By R. S. Reynotps, Jr. 


President 
Attest: 
Autyn Dr.arp 
Secretary - 
Reynoups Repuction Company 
By Marton M. Casxie 
Vice President 
Attest: 


Preston WickHAM 
Assistant Secretary 
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AMENDMENT No. | to Contract No. GS—-OOP(D)-12214 BETwEEN THE UNITED 
STATES oF AMERICA AND REYNOLDS METALS COMPANY AND REYNOLDS RE- 
DUCTION COMPANY 


Contract No. GS-OOP(D)-12214, executed October 22, 1952, between the 
United States of America and Reynolds Metals Company and Reynolds Reduc- 
tion Company, is hereby amended as follows: 

1. Subparagraph (e) of Article VIII of said contract is hereby deleted. 

2. The first sentence of subparagraph (a) of Article XV of said contract is 
hereby amended by deleting the phrase ‘‘one (1) year’ in clause (3) of said sen- 
tence and inserting in place thereof the phrase “‘ninety (90) days’’. 


IN WITNESS WHEREOF the parties hereto have executed this Amendment in 
quadruplicate this 27th day of February, 1953. 
[SEAL] Unitep States oF AMERICA, 
By RussE.u ForBEs, 
Acting Administrator of General Services. 
[SEAL] REYNotps MeETats ComMPANy, 
By Marion M. CaskIE, 
Executive Vice President. 


B. P. Houuanp, Jr., 
Assistant Secretary. 
[SEAL] REYNOLDS REDUCTION COMPANY, 
By Marion M. CaskIz, 
Vice President. 


Attest: 


Attest: 
B. P. Houuanp, Jr., 
Assistant Secretary. 














(4) Harvey Macuine Co., Inc. 


DMP-78 


Contract 


BETWEEN 


UNITED STATES OF AMERICA 
AND 


HARVEY MACHINE CO., INC. 


Dated, September 13, 1955. 
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CONTRACT 


THIS CONTRACT, entered into the 13th day of September, 1955, 
by the Unzrep Srares or America, herein called the Government, 
acting through the General Services Administration, herein called 
GSA, and Harvey Macurine Co., Inc., a corporation existing under the 
laws of the State of California, herein called Contractor, 


WiITNESSETH: 


Wuenreas, the Government, acting by and through the Bonneville 
Power Administration, and the Contractor entered into a Power Sales 
Contract (No. 14-03-001-9938) under date of January 27, 1953, with 
respect to the construction of an aluminum reduction plant by the 
Contractor and the supply of electrical energy by the Government for 
such plant; and 


Wuenrzgas, such Power Sales Contract of January 27, 1953, and 
certain amendments and modifications thereto, have been incorporated 
into a new Power Sales Contract, a Trust Agreement and a Trans- 
mission Agreement each entered into between the Government, acting 
by and through the Bonneville Power Administrator, and the Contractor 
under date of September 13th, 1955; and 


Wuereas, the Government, acting by and through GSA, and the 
Contractor entered into an agreement in the form of a Letter of Intent, 
under date of May 15, 1953, with respect to the production and sale of 
aluminum to be produced in said plant which agreement has from time 
to time been modified; and 


Wuenrsas, the parties to such Letter of Intent agreement have 
negotiated the terms for a formal contract in accordance with the 
general purposes contemplated by such Letter of Intent agreement; 


Now, THEREFORE, the parties hereto mutually covenant and agree 
as follows: 
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ARTICLE IL. 
Sale and Purchase of Aluminum. 


Subject to the terms and conditions hereof, Contractor agrees 
to produce and to sell Two Hundred and Seventy Thousand (270,000) 
short tons of 2,000 pounds each, of primary aluminum pig, said primary 
aluminum to be of minimum grade of ninety-nine per cent (99%) 
aluminum, which is herein called the ‘‘primary aluminum’’. Contractor 
will produce such aluminum from a new aluminum reduction plant 
which Contractor agrees hereafter to construct, herein called the 
‘*reduction plant’’. Such production and sale shall commence upon 
the date of completion of the reduction plant (as defined hereinafter) 
and shall continue thereafter at a rate of approximately Fifty-Four 
Thousand (54,000) short tons per year, except that for the first six 
months of operation after the date of completion of the reduction plant, 
production may be at such lesser rate as may be necessarily inherent 
in newly constructed facilities. Such production and sale shall continue 
until Two Hundred and Seventy Thousand (270,000) short tons of 
aluminum have been so produced from the reduction plant after the 
date of completion of construction (as defined hereinafter) and shall 
be completed no later than June 30, 1963, unless extended to the extent 
permitted by law, as hereinafter provided in Articte XII. The date of 
completion of the new reduction plant shall be the first day upon which 
nincty per cent (90%) of the electrolytic cells, which are to be con- 
structed as a part of such plant, are tapped. Upon the occurrence of 
such event, Contractor shall forthwith issue a certificate to the Govern- 
ment certifying such date to be the date of said completion. 


ARTICLE II. 
Construction of the New Facilities. 
1. New facilities to be constructed and acquired by the Contractor 
for the purposes of this Contract shall consist of: 


(a) A new aluminum reduction plant, herein called the ‘‘reduc- 
tion plant’’, consisting of two (2) pot lines having an aggregate 
capacity of approximately Fifty-Four Thousand (54,000) short 
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tons of aluminum per year, to be located on land now owned by the 
Contractor in the vicinity of The Dalles, Oregon, together with 
the necessary auxiliary facilities, including such substation, trans- 
mission lines and other auxiliary facilities as may be necessary 
to permit the reduction plant to take power from the Bonneville 
Power Administration; 


and may consist also of: 


(b) A new alumina plant, herein called the ‘‘alumina plant’’, 
having a capacity of approximately One Hundred Thousand 
(100,000) short tons of alumina per year; and 


(c) Bauxite mining properties and facilities, herein called 
the ‘‘bauxite facilities’’, having a capacity to produce approxi- 
mately Two Hundred Thousand (200,000) short tons of bauxite 
per year. 


As used in this contract, the terms ‘‘reduction plant’’, ‘‘alumina plant’’ 
and ‘‘ bauxite facilities’’ shall have the meaning set forth in this Article 
Il. 


2. The Contractor shall proceed without delay to arrange for the 
financing of the reduction plant and thereafter to construct and acquire 
the reduction plant and to provide, pursuant to said Trust Agreement, 
for the said necessary auxiliary facilities. 


3. The Contractor shall proceed with the construction and acqui- 
sition of the alumina plant separately or the alumina plant and the 
bauxite facilities together by no later than May 1, 1959 and such con- 
struction and acquisition shall thereafter be completed without delay. 
The Contractor may proceed with the construction and acquisition of 
the alumina plant separately hereunder if the Contractor establishes 
to the satisfaction of the Government that it has a firm supply of 
bauxite adequate for the operation of the alumina plant. The bauxite 
facilities may not be constructed separately hereunder. The alumina 
plant and the bauxite facilities shall be covered by this Contract only 
if construction thereof, in accordance with this Articiz, is begun not 
later than May 1, 1959; otherwise all references to the bauxite facilities 
or to both the alumina plant and the bauxite facilities, as the case 
may be, shall be considered to be deleted. Failure of the Contractor to 
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commence the construction and acquisition of the alumina plant sepa- 
rately or the alumina plant and the bauxite facilities together by May 1, 
1959 shall not constitute or be a basis for any breach of this Contract by 
the Contractor so long as the Contractor shall obtain from other sources 
a supply of alumina which will enable the Contractor to produce the 
primary aluminum required hereunder. 


ARTICLE III. 
Disposition of Production from the Reduction Plant. 


Commencing with the date of completion of the reduction plant, 
and continuing until the termination or completion of this Contract, 
and subject to priority delivery as may be required pursuant to law, 
the primary aluminum shall be disposed of as follows: 


(a) (1) The Government may require Contractor to sell to it, 
at the price provided in Articte XI hereof, all or any of the pri- 
mary aluminum for each consecutive six-month period during the 
continuance of this Contract, the first such period commencing 
with the date of completion. 


(2) Contractor shall, ninety (90) days before the date it 
estimates as the completion date, advise the Government of such 
estimated date and the amount of aluminum Contractor estimates 
it will produce from the reduction plant during the initial six- 
month period after completion. It is recognized that after the 
completion date additional time thereafter will be required to bring 
the aluminum reduction pots to full capacity, and that production 
for such initial period may be less than the production in subsequent 
six-month periods. Within thirty (30) days after receipt of such 
notice, the Government shall notify Contractor in writing of the 
amount of aluminum it elects to purchase during the initial period. 
The notice shall be a firm order for the purchase of the quantity 
stated, and deliveries to the Government shall commence as soon as 
practicable after the completion date. Notwithstanding such esti- 
mate, Contractor shall not be obligated to deliver to the Govern- 
ment aluminum in excess of the amount produced at the reduction 
plant during said period. 


q 
i 
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(3) Thereafter, at least ninety (90) days prior to the 
beginning of each subsequent six-month period during the con- 
tinuance of this Contract, the Government shall give notice in 
writing to Contractor of the amount of aluminum it elects to 
purchase for such period. Each such notice, when given, shall be 
a firm order for the purchase of the quantity stated. If no notice 
is given within the time provided in the preceding sentence, Con- 
tractor shall be under no obligation to deliver aluminum to the 
Government pursuant to this Arricre III during the following 
six-month period. 


(4) The Government shall in each such notice specify the 
amount of aluminum it desires to have comply with the latest 
revision of the National Stock Pile Material Purchase Specifica- 
tion P-62 current at the time of such notice. Thereafter, Contractor 
shall deliver such quantities in accordance with such specifications, 
provided, that the Government may not order more than nine thou- 
sand (9,000) short tons of aluminum meeting the Stock Pile Spe- 
cification in any six-month period, or proportionate amounts in 
longer or shorter periods, and provided further, that Contractor 
will not be required to deliver aluminum meeting such specifications 
to the extent that such Specification is more burdensome than the 
latest revision of National Stock Pile Purchase Specification P-62 
for Grades 6A and B in effect on the effective date of this Contract. 


(5) Insofar as practicable, the Government will not at 
any time purchase from Contractor under this Arricre III(a) 
quantities which are proportionately larger, in relation to Con- 
tractor’s portion of the total expanded aluminum production then 
subject to call by the Government, than the quantities being called 
from other companies; provided, that the Government shall not 
be obligated to undergo any price disadvantage by reason of the 
provisions of this subparagraph. 


(6) Deliveries under all orders pursuant to this subpara- 
graph (a) shall be made in approximately equal monthly quanti- 
ties, unless a different delivery schedule is specified in the Gov- 
ernment’s notice; provided, however, that the Government shall 
not specify for delivery in any one month a quantity greater than 
one month’s productive capacity of the reduction plant. 
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(b) (1) For the initial period and each consecutive six-month 
period thereafter referred to in subparagraph (a) above, Con- 
tractor shall offer pig, ingot or billet for sale to non-integrated 
users, at the price provided in Articte XI hereof, in the aggregate 
quantity, if any, by which the amount ordered by the Government 
for such period, in accordance with subparagraph (a), is less than 
two-thirds of the reasonably estimated production for such period. 
As used in this Contract, the term ‘‘non-integrated user’’ shall 
mean any manufacturer, fabricator, finisher or producer in the 
United States who is not a producer of primary aluminum or an 
affiliate or subsidiary of such a producer, and who is purchasing 
such aluminum for his own manufacturing, fabricating, finishing 
or producing operations. Said offer shall be made for a period of 
at least thirty (30) days and shall be made by publishing a notice 
in ‘‘The American Metal Market’’ or by such other method as 
Contractor and the Government may mutually agree upon. Such 
notice shall advise that said aluminum is for sale and that such 
non-integrated users may submit orders for the purchase thereof 
during a period of thirty (30) days from the date of first publication 
of the notice. Such notice shall be published in each edition for 
two weeks, commencing at least thirty (30) days prior to the begin- 
ning of the initial period and at least sixty (60) days prior to the 
beginning of each subsequent period. 

All orders shall be subject to Contractor’s acceptance, to Con- 
tractor’s approval of the credit of the purchaser and to Contractor’s 
standard terms and conditions of sale then in effect. Subject to 
the provisions of the foregoing sentence, Contractor shall accept 
on a first-come, first-served basis sufficient orders from non- 
integrated users to equal the quantity thus offered for sale, as 
above provided, but thereafter shall have no obligation to accept 
any further orders from non-integrated users for the period. 
Nothing herein shall prohibit Contractor from reducing the quan- 
tity of any order which it considers disproportionately large in 
relation to the other orders it has received from other non- 
integrated users for such period. If, pursuant to the terms of this 
Articie, the amount of aluminum which Contractor is obligated 
to offer for sale to such non-integrated users is zero, then Con- 
tractor need not publish the notice or make the offer to non- 
integrated users referred to above. 
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It is understood and agreed that (a) the Government may 
enforce this provision in its own name, by first seeking specific 
performance, and in the event the court decides that no equitable 
remedy lies, then the Government may sue for damages, and in 
that event the measure of damages shall be the damages to non- 
integrated users affected but not including consequential damages, 
and (b) only the Government may enforce this provision, and no 
third party shall have any right whatever to enforce this provision, 
either in its own right or by derivative right from the Government. 


(2) It is recognized that Contractor may in the future 
make contracts with non-integrated users for the delivery of 
aluminum pig, ingots or billets which may be produced from the 
reduction plant. The maximum quantity of aluminum which Con- 
tractor may be obligated to deliver pursuant to such commitments 
for any applicable period may be deducted from the quantity which 
Contractor is obligated to make available to other non-integrated 
users for such period under this subparagraph (b), provided that 
Contractor may not so deduct any quantities to be delivered pur- 
suant to any contract which requires Contractor to deliver in excess 
of Five Hundred Thousand (500,000) pounds of aluminum per 
month to the purchaser unless such contract shall have been 
approved by the Government. The Government shall be deemed 
to have approved any such contract unless it disapproves the same 
and so notifies Contractor in writing within fifteen (15) days after 
written notice has been received by the Government of the terms 
of such contract. Any quantity so deducted by Contractor and not 
actually delivered pursuant to such contracts, and not delivered to 
other non-integrated users during such period, shall be added to 
the quantity which Contractor is obligated to offer to non-integrated 
users during the subsequent period. 


(3) If, after receiving the notice from the Government of 
the amount of aluminum it elects to purchase as provided in sub- 
paragraph (a) hereof, Contractor finds that the quantity ordered 
by the Government for any such period is such that it may be 
impossible for Contractor to fulfill its prior commitments to such 
other customers as are non-integrated users, Contractor may 
advise the Government of such fact. The Government shall there- 
upon review the quantity ordered by the Government and if under 
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all of the circumstances the Government considers it advisable, it 
may reduce the quantity ordered by the Government. 


(c) (1) Any quantity of production from the reduction plant 
not disposed of in accordance with this Arricue III, and not other- 
wise sold or utilized by Contractor, may be tendered to the Govern- 
ment, in the form of pig only, during each consecutive twelve-month 
period, the first such period commencing with the date of comple- 
tion of the reduction plant. 


(2) Such tender, or tenders, shall be made during the first 
ten (10) days of any calendar month during any such period and 
during the first ten (10) days following the expiration of such 
period and all of such tenders shall be considered to be applicable 
to such period. The Government shall purchase the amount so 
tendered at the price specified in Articite XI. 


ARTICLE IV. 
Sale of Production Before Completion of the Reduction Plant. 


The Government may require the sale to it of all or any part of the 
aluminum produced from the reduction plant from the date of the 
beginning of commercial production and prior to the date of comple- 
tion of the reduction plant. Such sale shall be at the price provided 
in Articte XI hereof. When Contractor is reasonably able to do so, 
and between ninety (90) days and sixty (60) days before the date 
Contractor estimates commercial production will begin, it shall advise 
the Government of the time when it estimates that aluminum will first 
be commercially produced at the reduction plant and of the quantity 
which it estimates will be produced from such time until said date of 
completion. Between sixty (60) days and thirty (30) days prior to the 
estimated date when aluminum will first be commercially produced, 
the Government shall notify Contractor in writing of the amount of 
such metal it desires to purchase, which notice shall be a firm order 
by the Government to purchase the quantity of aluminum specified 
therein at the price and upon the terms and conditions herein set forth 
for the sale of the aluminum to the Government after said date of 
completion, except that during such period Contractor shall not be 
required to deliver any aluminum of stockpile specifications beyond 



















































958 ALUMINUM INDUSTRY 


Contractor’s reasonable ability to do so during said period, or any 
aluminum in an amount exceeding the production of the reduction 
plant. Contractor shall offer in pig, ingot or billet form for sale to 
non-integrated users, at the price provided in Artictz XI hereof, the 
quantity, if any, by which the amount ordered by the Government for 
said period is less than two-thirds of the estimated production from 
the new facilities for such period, subject to the terms and conditions 
of Articte III (b). Any quantity of aluminum produced during this 
period shall not reduce the quantities otherwise specified in this Con- 
tract, and specifically shall not be included as a portion of the Two 
Hundred and Seventy Thousand (270,000) tons specified in Arrictz I. 


ARTICLE V. 


Payment for Aluminum Delivered to the Government. 


Contractor shall be paid by the Government for all aluminum 
delivered and accepted upon the submission of properly certified 
invoices or vouchers. Such invoices or vouchers may be submitted to 
the Government upon each delivery of aluminum. 


ARTICLE VI. 
Relationship of Reduction Plant to Other Facilities. 


(a) It is the intention of this Contract that the Government by 
agreeing to purchase aluminum from the reduction plant as herein pro- 
vided, guarantees the disposition of the entire output of the reduction 
plant to the extent of the Two Hundred Seventy Thousand (270,000) 
ton quantity specified in Arricie I, subject to Contractor’s rights of 
termination as provided in Articte XI(b) and Artictz XIIL. In this 
connection, it is recognized that Contractor may in the future acquire 
further aluminum reduction facilities other than those to be constructed 
under this Contract. It is understood that, except as to orders from 
the Government expressly placed pursuant to this Contract for alum- 
inum to be produced at the reduction plant to be constructed under this 
Contract, Contractor may first dispose of the production from such 
other facilities or utilize for its own purposes the production of such 
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other facilities, before disposing of or utilizing aluminum from the 
reduction plant, and that, in accordance with Arrictz III(c), the Gov- 
ernment will purchase from Contractor all of the production of the 
reduction plant not otherwise disposed of or utilized by Contractor. 
The Government does not, by this Contract, guarantee or agree to pur- 
chase production from other facilities. 


(b) Without affecting the rights and duties of the parties as set 
forth in the preceding subparagraph, deliveries to the Government and 
to non-integrated users under this Contract may, at Contractor’s 
option, be made by substituting aluminum produced from such other 
facilities for aluminum actually produced at the reduction plant. In 
such event, any necessary invoice adjustments shall be made so that the 
cost to the Government shall not be increased thereby. 


ARTICLE VII. 
Sale of Aluminum to Non-Integrated Users for Fifteen Years. 


As an inducement to the Government to enter into this Contract, 
and as part of the consideration of this Contract, Contractor agrees 
that for a period of fifteen (15) years from and after the date of com- 
pletion of performance specified in Arricitz I or from and after the 
effective date of termination by Contractor pursuant to Articrte XI(b) 
hereof, or until any loan guaranteed by the Government pursuant to 
Articte X is fully repaid, whichever shall be the longer (but not 
beyond the effective date of the exercise by the Government of its 
option to purchase the reduction plant pursuant to Articte XV hereof), 
Contractor will each year make available for sale to non-integrated 
users, under credit conditions as to each purchaser satisfactory to 
Contractor, at Contractor’s lowest published market price for the grade 
of aluminum involved as of date of delivery, and on Contractor’s cur- 
rent standard terms and conditions of sale at time of purchase, a quan- 
tity of aluminum equal to twenty-five (25) per cent of the annual 
capacity of the reduction plant, provided that the Contractor shall be 
obligated under this Articte VII only to the extent that it actually 
produces aluminum from the reduction plant and from any other 
aluminum reduction facilities which it may construct or acquire in the 
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future. The obligation to make sales under this paragraph is limited 
to those purchasers who, at least ninety (90) days in advance of 
Contractor’s production year, make firm purchase commitments with 
Contractor for specified quantities for such production year. Said 
aluminum will be offered on a first-come first-served basis, except that 
in the event Contractor for any year receives orders in excess of such 
twenty-five (25) per cent, nothing herein shall prohibit the Contractor 
from reducing the quantity of any order which it considers dispropor- 
tionately large in relation to the other orders it has received from 
other customers for such year under this Articitz. It is understood and 
agreed that (a) the Government may enforce this provision in its own 
name, by first seeking specific performance, and in the event the court 
decides that no equitable remedy lies, then the Government may sue 
for damages, and in that event the measure of damages shall be the 
damages to non-integrated users affected but not including conse- 
quential damages, and (b) only the Government may enforce this 
provision, and no third party shall have any right whatever to enforce 
this provision, either in its own right or by derivative right from the 
Government. 


ARTICLE VIII. 


Termination by Contractor. 


(a) The termination of this Contract by Contractor, as provided 
in paragraph (b) of Arricie XI, shall not have the effect of cancelling 
or terminating any order placed by the Government for aluminum 
pursuant to paragraph (a) of Arricte III or any tenders made by 
Contractor to the Government pursuant to paragraph (c) of ArTicLE 
III before the effective date of termination, to the extent that such 
aluminum has been produced prior to such effective date of termination. 


(b) If Contractor, at any time after such termination and before 
the cost of all three groups of new facilities to be constructed here- 
under, to wit, the bauxite facilities, the alumina plant and the reduction 
plant, has been completely amortized, depreciated, or otherwise 
deducted for Federal income tax purposes, notifies GSA that it intends 
to elect, with respect to any or all of said groups of facilities the cost 
of which has not been completely so amortized, depreciated or other- 
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wise deducted, to avail itself of the provisions of Section 168(g) of the 
Internal Revenue Code of 1954, and to receive a termination payment 
as defined in Section 168(g)(1)(A) with respect to such group or 
groups of facilities: 


(1) Contractor shall give written notice to GSA of its inten- 
tion so to elect and thereupon there shall become due and payable 
from the Government to Contractor a termination payment equal 
to the adjusted basis, as computed for amortization purposes for 
Federal income tax purposes, pursuant to the provisions of Sec- 
tion 168(e) of the Internal Revenue Code, of such group or groups 
of facilities as of the beginning of the month in which such notice 
of intention to elect is given by Contractor; provided, however, 
that no termination payment shall be made pursuant to this sub- 
paragraph unless such payment is certified as provided in Section 
168(g). The election by Contractor, referred to in this subpara- 
graph, as to any of said groups of facilities need not be made 
simultaneously but may be made at any time as to any group until 
the cost of such group has been amortized to the extent of the 
adjusted basis thereof for amortization purposes as defined by 
Section 168(e) of the Internal Revenue Code. It is the intent of 
GSA and Contractor that any termination payment which may be 
made pursuant to the provisions of this subparagraph will be com- | 
pensation to Contractor for the unamortized cost of an emergency i 
facility because a contract with the United States involving the 
use of the facility has been terminated by its terms or by cancella- 
tion as provided in Section 168(g) of the Internal Revenue Code 
of 1954, and GSA agrees to recommend to the certifying authority 
specified in Section 168(g) that such authority so certify. 


(2) If Contractor intends to elect to avail itself of the pro- 
visions of Section 168(g) of the Internal Revenue Code in respect | 
to any group or groups of such emergency facilities, and has 
given written notice of such intention to GSA, but the certifying \ 
authority designated pursuant to the provisions of such section H 
does not, in respect to any one or more of such groups of emer- H 
gency facilities, certify by the end of Contractor’s fiseal year in 
which such notice of election is made, that the payment is a pay- 
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ment as compensation for the unamortized cost of an emergency 
facility made because a contract with the United States, involving 
the use of such facility, has been terminated by its terms or by 
cancellation, or if Section 168(g) shall have been repealed or modi- 
fied in such a way as to prevent the issuance of a certificate to 
Contractor before any termination payment authorized under sub- 
paragraph (b)(1) of this Articte VIII is requested or received, 
then there shall become due and payable from the Government to 
Contractor in respect to such group or groups of facilities the 
cost of which shall not have been completely amortized, depre- 
ciated or otherwise deducted, upon Contractor’s written request 
therefor, a termination payment which shall become due and pay- 
able in portions as follows: In Contractor’s fiscal year in which 
Contractor so requests such termination payment with respect to 
any such group of facilities, the Government shall pay to Contrac- 
tor an amount equal to the amortization deduction allowable with 
respect to such group of facilities for Federal income tax purposes 
for the period commencing with the month in which the notice of 
election to receive a termination payment is given and ending with 
the close of such fiscal year, and said payment shall become due 
and payable as of the month in which such notice of election was 
given; and as of July 1 of each fiscal year of Contractor thereafter, 
the Government shall pay to Contractor an amount equal to the 
amortization deduction allowable with respect to such group of 
facilities for Federal income tax purposes for such fiscal year 
reduced by an amount equal to the aggregate of the production 
charges computed under subparagraph (b)(4) of this Arrrotz 
VIII on the following basis: 


(A) for the first fiscal year subsequent to the year in 
which the request for payment is made, on each ton of alumi- 
num produced between the first day of the month in which 
the notice of election is made and the first day of July next 
following ; 


(B) for each subsequent fiscal year, on each ton of alumi- 
num produced during the twelve (12) months immediately 
preceding the first day of July of such fiscal year. 
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(3) No termination payment shall be made pursuant to this © 
Articte VIII with respect to the alumina plant, or the alumina 
plant and the bauxite facilities, if such plant, or such plant and 
facilities, as the case may be, have not been completed prior to 
termination. 


(4) If Contractor receives a termination payment or pay- 
ments with respect to one or more groups of facilities pursuant to 
subparagraphs (b)(1) or (b)(2) of this Articte VIII, Contractor 
shall pay to the Government a production charge as hereinafter 
specified on each ton of aluminum produced from the new facilities 
after the receipt of each such payment and sold or utilized. Said 
production charge shall be paid by Contractor regardless of 
whether Contractor itself shall or shall not at any particular time 
or times, or from time to time, own or occupy said new facilities, 
and regardless of whether, at any particular time or times, or from 
time to time, the operation of said new facilities or the production 
of aluminum therefrom is effected by Contractor or by some entity 
other than Contractor; provided, however, that no production 
charge shall be payable if or after the Government purchases said 
facilities under the provisions of Articte XV of this Contract. 
The production charge per ton with respect to each such group 
of facilities shall be’ seventy-five per cent (75%) of an amount 
determined by dividing (a) the number of tons obtained by sub- 
tracting from Two Hundred and Seventy Thousand (270,000) tons 
of aluminum the number of tons of aluminum actually produced 
from the new facilities pursuant to this contract from the date of 
completion of the new facilities to the termination date, into (b) 
the adjusted basis, as of the termination date, as computed for 
amortization purposes for Federal income tax purposes pursuant 
to the provisions of Section 168(e) of the Internal Revenue Code, 
of such group of facilities with respect to which the termination 
payment was received. Such production charge shall be made with 
respect to each group of facilities either until the expiration of 
fifteen (15) years from the receipt of such termination payment 
or the first portion thereof in respect of such group of facilities 
(and in such event shall also be paid on all aluminum produced 
from the new facilities but not yet sold or utilized at the expira- 
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tion of such fifteen-year period), or until the total of such produc- 
tion charges paid equals the amount of the total termination 
payment in respect of such group of facilities, whichever first 
occurs. After the occurrence of either said event, Contractor shall 
be under no further obligation to pay such production charge in 
respect of such group of facilities. If a termination payment is 
made under the provisions of subparagraph (b)(2) of this ArtricLE 
VIII with respect to any group of facilities, the production charge 
with respect to such termination payment shall be computed for pur- 
poses of determining the amount of such termination payment or 
any portion thereof, and no production charge reflected in such 
computation shall be otherwise payable. 


(5) Within ninety (90) days after the end of each month after 
the date of the receipt of\any termination payment or the first 
portion thereof and until Contractor’s obligation to pay all pro- 
duction charges has expired, Contractor shall furnish to the Gov- 
ernment a certified statement of the number of tons of aluminum 
produced from the new facilities and sold or utilized during such 
monthly period and shall, with such certificate, pay to the Govern- 
ment the amount of production charges due for such period. 


(6) Contractor may, at its option, pay any production charge 
in advance, but shall in no event be required to pay any produc- 
tion charges except for aluminum actually produced from the new 
facilities, and sold or utilized (including aluminum produced from 
the new facilities but not yet sold or utilized at the expiration of 
such fifteen-year (15) period). 


(7) If the rate of such production charges, as’ calculated 
above, shall become an undue economic burden to Contractor and 
Contractor shall so demonstrate to the satisfaction of GSA, then 
GSA shall grant such reduction in such rate and such extension of 
the period during which such reduced rate shall be payable upon 
actual production, as it may deem appropriate. 


(8) In the event of termination of this Contract by Contractor 
as provided in subparagraph (b) of Arricte XI the sole right 
and remedy of Contractor, either at law or equity, shall be to 
receive a termination payment or payments, under the circum- 
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stances and subject to the terms and conditions set forth in this 
ARTICLE. 


(c) Except as provided in subparagraph (b)(2) of this Arriczz, 
if Contractor, after termination, does not elect to avail itself of the 
provisions of Section 168(g) of the Internal Revenue Code, but con- 
tinues to take the sixty (60) month amortization deduction authorized 
by Section 168 of said Code with respect to all of the new facilities 
until the expiration of the sixty (60) month period, then the Govern- 
ment shall not be obligated to make any termination payment to Con- 
tractor, provided that Contractor may, at its option, elect to avail 
itself of the provisions of such Section 168(g) as to any of the new 
facilities at any time after termination and prior to the expiration of 
such sixty (60) month period, and upon so doing, will be entitled to 
such termination payments as hereinbefore provided. 


(d) Nothing in this Contract is intended to limit or curtail Con- 
tractor’s statutory right to discontinue amortization deductions under 
Section 168 of the said Code at any time, provided, however, that 
Contractor’s exercise of such right shall not increase the amount of 
the termination payment or payments otherwise payable to Contractor 
under this Articte had Contractor not elected to exercise such right, 
nor extend the time within which Contractor may elect to take or may 
request any termination payment provided for in this Arrticte. 
Whether Contractor is or is not taking, or has or has not taken, amor- 
tization deductions under said Section 168 with respect to any of the 
new facilities or any part thereof, the termination payment or pay- 
ments with respect thereto shall be computed as if Contractor had been 
taking such amortization deductions. In any event, the limit of the Gov- 
ernment’s obligation to make any termination payment with respect to 
any group of facilities shall not exceed such percentage of the cost of 
such group of facilities as may be certified pursuant to Section 168 of 
the Internal Revenue Code less an amount equal to one-sixtieth (1/60th) 
of such percentage of the cost of such group of facilities as may be 
certified pursuant to Section 168 of the Internal Revenue Code for each 
month following the month in which such group of facilities was com- 
pleted (but as respects the alumina plant or the alumina plant and the 
bauxite facilities for each month following June 30, 1958 if such plant 
and/or facilities are completed after July 1, 1958) up to and including 
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the month preceding the month as of which the termination payment 
or the first portion thereof becomes due and payable. 


(e) Contractor may assign, pursuant to the Assignment of Claims 
Act of 1940, as amended May 15, 1951, to any bank, trust company, or 
other financing institution, including any Federal lending agency, as 
security for any loans obtained by Contractor for construction of any 
of the new facilities, any termination payment or payments which may 
become due and payable to Contractor under Articie VIII hereof as 
the result of termination pursuant to Articte XI(b) hereof. In the 
event of any such assignment, either Contractor or its assignee may 
give to the Government pursuant to Articte VIII hereof the written 
notice of election to receive such termination payment or payments, 
in which event such termination payment or payments shall be made 
in accordance with such assignment, and shall, to the extent provided 
in said Act, as amended, not be subject to reduction or set off. Any such 
assignment shall not be made to more than one party except that such 
assignment may be made to one or more parties as agent or agents 
or trustee or trustees for two or more parties participating in any such 
loans. 


ARTICLE IX. 


Contractor’s Obligation to Sell While Under 
Obligation to Make Production Payments. 


While Contractor’s obligation to make production charge pay- 
ments to the Government pursuant to Articte VIII continues, Con- 
tractor agrees, to the extent that it actually produces aluminum at such 
new facilities, to make available aluminum produced at such facilities 
for sale to the Government, in the manner and subject to the conditions 
provided in Articie III(a), and to non-integrated users, in the manner 
and subject to the conditions provided in Articte III(b), at Con- 
tractor’s lowest published market price at date of delivery, and on Con- 
tractor’s current standard terms and conditions of sale in effect at time 
of purchase, provided that Contractor’s obligation to sell aluminum to 
the Government and to non-integrated users during any period pur- 
suant to this Articte IX shall not exceed twenty-five per cent (25%) 
of the production of the new facilities for such period. 
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(a) For the purposes of this Anticite X, the cost of the new facili- 
ties to be financed shall not exceed $65,000,000 and the Contractor cur- 
rently estimates that the allocation of such cost will be as follows: 


(1) Reduction plant 


i el tlh aiemlanions $44,000,000 
(3) Alumina plant 2 LORIE eS $18,000,000 
CO) en Cee be $ 3,000,000 


(b) To the extent that the Contractor is unable to obtain financing 
through private lenders on reasonable terms, the General Services 
Administration will make advance payments hereunder for the con- 
struction of such facilities. Provision shall be made, in cases of such 
advance payments, for the payment of interest at the rate of 5% per 
annum, repayment in full before the expiration of the period of per- 
formance specified in Artictz I of this contract, reasonable security and 
other reasonable terms and conditions with respect to the making, dis- 
bursement and repayment of such advance payments, all of which shall 
be embodied in a supplement to this contract. The Government shall 


not be obligated, however, to make advance payments for refinancing 
purposes. 


(c) Advance payments are available only to the extent that private 
financing on reasonable terms cannot be obtained. The advance pay- 
ments will not be made in respect of more than One Hundred Fifty-Five 
Thousand (155,000) tons of the Two Hundred Seventy Thousand 
(270,000) tons of aluminum which the Government has a right here- 
under to purchase from the Contractor; and no such payments will be 
made in respect of the One Hundred Fifteen Thousand (115,000) tons of 
such Two Hundred Seventy Thousand (270,000) tons which the Con- 
tractor first produces from the reduction plant. To facilitate private 
financing obtainable upon reasonable terms the Government, acting 
through the General Services Administration, will guarantee the lenders 
under the V-Loan Program in accordance with the then existing pro- 
visions of Regulation V of the Board of Governors of the Federal 
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Reserve System and the then existing Schedule of Guarantee Fees and 
Interest Rates prescribed thereunder by said Board of Governors, 
provided that any loan in connection with which any such guarantee is 
requested is a loan for cost of construction of the reduction plant, the 
alumina plant or the bauxite facilities; and provided further, that 
such guarantee is to be made at the time the loan is originally made. 
The Government may, however, in its discretion, guarantee any loan 
obtained for refinancing the cost of construction of the reduction plant, 
the alumina plant or the bauxite facilities. 


(d) With respect to the alumina plant and the bauxite facilities, 
any application for a loan guarantee or an advance payment must be 
made no later than eighteen (18) months after the date of completion 
of the reduction plant. 


(e) If any guaranteed loan or advance payment authorized by this 
Article remains unpaid, in whole or in part, at the time any termination 
payment described in Arricite VIII above is due Contractor from the 
Government, the Government reserves the right, at its option, to require 
Contractor to apply any or all of such termination payment to the 
payment of all or any part of the principal installments of such guaran- 
teed loan or such advance payment in the inverse order of maturity. 


ARTICLE XI. 
Sales Price of Aluminum; Contractor’s Right of Termination. 


(a) (1) The price at which aluminum pig, ingot and billet shall 
be sold to non-integrated users in accordance with Articies III and IV 
hereof shall be Contractor’s lowest published price for the grade of 
aluminum involved in effect at the time of delivery (including the terms 
and conditions applicable thereto). 


(2) The price at which aluminum pig and ingot shall be sold 
to the Government in accordance with Arrticues III and IV hereof 
shall be Contractor’s lowest published price for the grade involved 
(including the terms and conditions applicable thereto) in effect 
at the time of delivery, provided, however, that if at the time of 
delivery the current published market price of either Aluminum 
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Company of America, Reynolds Metals Company or Kaiser Alumi- 
num and Chemical Corporation is lower than Contractor’s pub- 
lished price, the price to the Government shall be the lower of: 


(a) the weighted average (as defined below) of the lowest current 
market prices so published of the three above producers averaged 
during the ninety (90) days preceding the date of delivery; or (b) 
Contractor’s lowest published price in effect at the time of delivery 
for the corresponding grade of aluminum. 


(3) The weighted average shall be computed on the basis 
of the existing primary aluminum capacities of the three above 
producers which for the purposes of this clause shall conclusively 
be deemed to be Kaiser Aluminum & Chemical Corporation, twenty- 
five per cent (25%); Aluminum Company of America, forty-five 


per cent (45%); and Reynolds Metals Company, thirty per cent 
(30%). 


(4) Contractor shall invoice the Government at its said pub- 
lished market price in effect at the time of delivery and grant any 
credits required by the above formula in Contractor’s first suc- 
ceeding invoice after it becomes possible to compute such credits, 
which computation shall be promptly made. 


(b) In the event that price controls are placed upon aluminum 
by the Government which result in Contractor’s inability to earn a 
reasonable profit from the operation of the new aluminum reduction 
plant, and, after reasonable efforts, Contractor is unable to obtain relief 
from such price controls to the extent that such price controls cause 
such inability, then Contractor shall have the right to terminate this 
Contract. Such termination shall become effective thirty (30) days 
after receipt of written notice thereof delivered by Contractor to the 
Government, and upon such termination the provisions of Articte VIII 
shall apply. For the purpose of this paragraph (b) in determining 
Contractor’s profit, the amount of accelerated amortization in excess 


of normal depreciation shall not be included in computing Contrac- 
tor’s cost of production. 


(ec) In the event that the price control authorities grant relief to 
Contractor in accordance with paragraph (b) above, with respect to 
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Contractor’s prices on sale to the Government or to non-integrated 
users, or both, pursuant to this Contract, then the prices authorized 
by such relief shall apply to such sales under this Contract during the 
effective period of such relief, and upon the termination of such relief, 
the price provisions otherwise specified in this Contract again shall 
govern. 


ARTICLE XII. 


Force Majeure. 


(a) The time for performance by Contractor of its obligations 
under the provisions of this Contract relating to the construction of 
the new facilities, to the production and delivery of aluminum from 
such new facilities, or to the operation of such new facilities, shall be 
extended at the option of Contractor and upon the terms and condi- 
tions set forth in the following provisos, by a time or times equivalent 
to any delays, interruptions or cessations occasioned by force majeure 
(herein defined as any cause which is beyond the reasonable control 
of and not due to the fault or negligence of Contractor, including with- 
out limitation acts of God, strikes, fire, storm, sabotage, acts of war 
or public enemy, priority or allocation requirements or other acts of 
the Federal Government, and inability of Contractor to obtain at any 
time sufficient power under reasonable conditions and at reasonable 
rates to operate the reduction plant at capacity, it being recognized 
for purposes of this Articte XII that the reduction plant can be 
operated economically only with power supplied by or through Bonne- 
ville Power Administration at rates equivalent to Bonneville Power 
Administration’s then prevailing rates to industrial users for hydro- 
electric power) ; provided, that within ten (10) days after Contractor 
determines that in Contractor’s judgment a particular force majeure 
occurrence may result in a major delay in the performance of this 
Contract, Contractor shall give to the Government written notice 
thereof, together with a statement setting forth the facts evidencing 
force majeure, and at the conclusion of the duration of each such force 
majeure, Contractor shall, within ten (10) days thereafter, give to 
the Government written notice of the termination of such force majeure, 
and further provided, that at the end of each six-month period, the first 
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six-month period to begin with the date of execution of this Contract, 
Contractor shall give to the Government written notice of the occur- 
rence of each force majeure not reported under the foregoing proviso, 
together with written notice of the termination of each such force 
majeure as shall have terminated within said six-month period. 


(b) In the event that any occurrence of force majeure resulting 
from priority or allocation requirements or other acts of the Federal 
Government prevents the date of completion of the new aluminum 
reduction plant from occurring by or before May 1, 1958, Contractor 
may, at any time thereafter, by written notice delivered to the Govern- 
ment, elect to proceed with the performance of this Contract as if 
such date of completion had occurred. In the event of such election, 
the provisions of this Contract which are expressly dependent upon 
the occurrence of such date of completion, including without limitation 
Articute IV hereof, shall become effective as if the date of completion 
of construction had occurred upon the date of receipt of such notice 
by the Government, provided, that without affecting the total amount 
of aluminum which the Government is obligated to buy and Contractor 
is obligated to sell hereunder, the amount of aluminum which it shall 
be the duty of the Government to buy and the duty of the Contractor 
to sell to the Government and to non-integrated users hereunder in each 
subsequent period specified in and under the conditions of Articte IV 
shall be limited to the actual capacity of the new aluminum reduction 
facilities during such period which is specified in the applicable sub- 
paragraph of Articie IV, and further provided, that the provisions 
of this subparagraph (b) shall not relieve Contractor from its obliga- 
tions to complete the construction and operation of the new facilities 
except during the period or periods when Contractor is prevented from 
so doing by conditions of force majeure resulting from priority or 
allocation requirements or other acts of the Federal Government. 


ARTICLE XIII. 
Termination for Cause. 
If Contractor despite due diligence does not obtain all priorities 


and allocations (to the extent that priorities and allocations are in 
effect pursuant to law) necessary for the purchase and delivery of 
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equipment, supplies, materials, and services of any nature required for 
the completion or placing into operation of the new facilities, and the 
inability to obtain such priorities and allocations substantially inter- 
feres with the completion or placing into operation of the new facilities 
‘ for a consecutive period of one hundred eighty (180) days, or such 
further period as may hereafter be mutually agreed upon, then Con- 


tractor may terminate this Contract on the terms provided in ArTIcLE 
XIV hereof. 


ARTICLE XIV. 


Consequences of Termination for Cause. 


In the event this Contract is terminated pursuant to Articte XIII, 
termination shall become effective thirty (30) days after receipt of 
notice delivered by Contractor to the Government, and upon such 
termination the following provisions shall apply: 


With respect to each contract or commitment theretofore made 
by Contractor and relating to the new facilities (including, without 
limitation, contracts and commitments for utility services, fuel, power, 
labor, transportation, materials, supplies, equipment, construction and 
services), the Government shall reimburse Contractor for all expendi- 
tures actually made thereunder up to date of termination, and either, 
at the Government’s option, (i) require the assignment by Contractor 
to the Government of such contract or commitment and assume Con- 
tractor’s obligations thereunder, or (ii) direct Contractor to cancel 
or settle such contract or commitment and reimburse Contractor for 
its expenditures in effecting such cancellation and settlement. Con- 
tractor shall thereupon, at the request of the Government, transfer and 
deliver to the Government any or all real and personal property 
obtained by Contractor as a result of such expenditures and not previ- 
ously consumed, together with all necessary and useful easements, 
rights of access, rights of way, and other rights, over, to, across, under, 
on and about any real property owned by Contractor in the vicinity, 
which are reasonably required by the Government to remove, complete 
construction of, operate or maintain the real and personal property so 
transferred to the Government. Contractor shall be entitled to exclude 
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from the provisions of this Articte all contracts and commitments 
relating to the new alumina facilities, or all contracts and commitments 
relating to any new bauxite facilities, or both, by delivering written 
notice of its election to the Government, and in such event Contractor 
shall not be required to transfer or deliver to the Government any real 
or personal property obtained by Contractor as a result of expenditures 
pursuant to such excluded contracts or commitments. 


ARTICLE XV. 
Government Purchase Option. 


























(a) If (1) this Contract has been terminated pursuant to ARTICLE 
XI(b), and (2) Contractor is obligated to make production payments 
to the Government pursuant to Articrz VIII, and (3) at the time \ 
notice of exercise of the option by the Government hereinafter referred 
to is given, the reduction plant, including all additions, renewals and 
improvements thereof and thereto, is and has been substantially idle 
for a continuous period of at least ninety (90) days immediately prior 
to the receipt of such notice (but not including in the computation of 
such period any time during which conditions of force majeure, as 
defined in Articte XII exist) then the Government shall have the 
option to purchase, as a group, the reduction plant, the alumina plant 
and the bauxite facilities from Contractor, at a price calculated as set 
forth below, but shall have the option to exclude from such purchase 
any of such facilities for which a termination payment has been made 
hereunder. The Government’s option shall be exercised by delivering 
a written notice to Contractor of its election to exercise such option, 
stating the date it shall become effective, which date shall not be less 
than ninety (90) days from the date of its receipt by Contractor. 


(b) If Contractor, in good faith, before the effective date of the 
option, places the reduction plant in substantial operation, then the 
Government’s exercise of its option to purchase shall become without Hl 
effect, but the Government shall thereafter have the option to purchase 
such plant if, at a later date, all of the conditions set forth in sub- 
paragraph (a) of this Articie recur, subject to the same terms and 
conditions of subparagraphs (a) and (b) of this Articte XV. 
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(c) For the purpose of subparagraphs (a) and (b), the reduction 
plant shall be deemed to be substantially idle unless such plant is 
producing at least one-fourth of the aggregate capacity referred to in 
Articte II(1)(a), and substantial operation of the reduction plant 
shall consist of the production of at least one-fourth of such aggregate 
capacity. 


(d) The purchase price for the facilities purchased shall be such 
amount as shall fully reimburse Contractor for the entire cost of such 
facilities after deducting from such cost the profit or adding thereto 
the loss, as the case may be, resulting from the operation and main- 
tenance of said facilities from the date of their initial operation to the 
effective date of the exercise of the option. 

In computing the purchase price, the following adjustments shall 
be made and the principles herein stated shall be followed: 


1. There shall be deducted from the cost of such facilities 
the amount of termination payments paid by the Government to 
Contractor on account of said facilities, less production charges 
paid by Contractor on account of said facilities. 


2. In determining Contractor’s profit or loss: (i) Amortiza- 
tion, depletion and depreciation of said facilities which has actually 
been taken shall be subtracted from the cost of operations; (ii) 
The cost of operations shall include all costs of starting up, shutting 
down and of maintaining said facilities in stand-by condition, 
including all costs of cancelling commitments resulting from shut- 
downs; (iii) The costs of operation shall include a charge for 
any materials furnished by Contractor for operation of said facili- 
ties at fair market prices but not less than Contractor’s cost of fur- 
nishing same (including applicable depreciation and depletion at 
normal rates) plus a reasonable profit; (iv) There shall be deducted 
from the profit of each year, or added to the loss of each year of 
operating said facilities, a pro rata share of the general administra- 
tive and selling expenses, and said expenses shall be prorated in the 
proportion which the net sales and the value of intracompany and 
intercompany transfers of products produced by the reduction 
plant bear to the total net sales and the value of intracompany 
and intercompany transfers of Contractor and its wholly-owned 
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subsidiaries for such year, provided that in calculating the fore- 
going proportion with respect to selling expenses, sales to the 
Government under this Contract shall be excluded; (v) Any intra- 
company or intercompany sales or transfers shall be deemed to 
have been made at Contractor’s current market price. 


3. Contractor’s profit or loss in the fabrication of any 
aluminum produced at the reduction plant shall be excluded from 
all computations of the purchase price of said plant, it being 
understood that neither the profit nor loss resulting from the 
operation of any of the Contractor’s facilities, other than those 
being purchased by the Government pursuant to this option, is to 
be taken into account in determination of the purchase price. 


4. There shall be deducted from such purchase price any tax 
benefit which may be realized by Contractor as a result of the 
deduction by Contractor of any net operating loss attributable to 
any of such facilities (computed with the deduction of depreciation 
or amortization pursuant to the provisions of Section 168 of the 
Internal Revenue Code as actually allowed for the purposes of 
computing Contractor’s Federal income and excess profits tax 
liabilities) from net income from other operations of the Contractor. 


5. It is the intent of the parties that Contractor shall be 
fully reimbursed for all of its expenditures as hereinabove defined 
for the construction, acquisition, maintenance, operation and shut- 
down of the facilities purchased, without profit or loss to Con- 
tractor (excluding profit or loss from the production of raw mate- 
rials and the fabrication of aluminum), as if Contractor had never 
owned said facilities. If payment of said purchase price does not 
so reimburse Contractor because of taxes payable as a result of 
receipt thereof, then the purchase price shall be adjusted so that 
Contractor is so reimbursed without profit or loss as if Con- 
tractor had never owned or operated the said facilities. 


(e) As promptly as possible after the receipt of notice of the 
exercise of the option, the parties shall compute and agree upon the 
purchase price. Upon the effective date of the option, Contractor shall 
execute and deliver to the Government a deed to all of said property. 
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Contractor shall be obligated to convey only such title to the property 
as it or its subsidiaries hold at the time it receives the notice from the 
Government exercising the option, except that the property shall be 
conveyed free and clear of all liens and encumbrances for indebtedness 
incurred by Contractor, together with all necessary and useful ease- 
ments, rights of access, rights of way, and other rights, over, to, across, 
on and under any real property owned by Contractor in the vicinity, 
which are reasonably needed and are requested by the Government to 
remove, alter, add to, improve, operate, or maintain the real and per- 
sonal property so transferred. At the same time Contractor shall 
assign and transfer to the Government such contracts relating to the 
operation of such facilities as it has the right to assign and transfer 
and upon such assignment and transfer the Government shall assume 
all obligations for the further performance thereof. The purchase 
price shall become due and payable upon delivery of the deed of Con- 
tractor to the Government. 


ARTICLE XVI. 
General Services Administration. 


As used herein, the term ‘‘General Services Administration’’ 
means the General Services Administration, United States Govern- 
ment, and said Administration’s successors in function. 


ARTICLE XVII. 
Performance by Subsidiaries. 


All or any part of the obligations of Contractor under this Contract 
may be performed by and in the name of any wholly owned domestic 
subsidiary corporation or corporations of Contractor, and operations 
outside of the United States, its territories and possessions by domes- 
tic or foreign subsidiaries, provided, that Contractor guarantees such 
performance, and in such event at Contractor’s request, any payment 
with respect to sgch portion of this Contract so performed by the 
subsidiary shall be made to such subsidiary. It is further understood 
that Contractor may conduct its sales of aluminum through any sales 
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subsidiary corporation or corporations and that in such event, for the 
purposes of this Contract, the published prices of such subsidiary sales 
corporation or corporations or of Contractor, whichever shall be lower, 
shall be deemed the published prices of Contractor, and sales by such 


sales subsidiary corporation or corporations shall be considered the 
sales of Contractor. 


ARTICLE XVIII. 
Delivery of Ingot or Billet. 


In the event Contractor installs equipment at the reduction plant 
for the conversion of any of the capacity of such plant from pig to 
ingot or billet, Contractor shall be obligated to deliver aluminum ingot 
or billet to the Government or to non-integrated users during any 
period to the extent of orders received under the terms of this Con- 
tract, but not to exceed the quantity of ingot or billet which Contractor 
is reasonably able to produce with the equipment installed at the reduc- 
tion plant during such period. 


ARTICLE XIX. 
Points and Terms of Delivery. 


Contractor shall deliver aluminum to the Government at the 
delivery point within the continental United States specified in each 
order of the Government given pursuant to the terms of this Contract. 
Such delivery point may be f.o.b. point of origin (or shipping point) ; 
f.o.b, Contractor’s plant (warehouse or other facility) point of origin 
(or shipping point) ; f.o.b. point of. origin (or shipping point), freight 
prepaid, f.o.b. point of origin (or shipping point), freight allowed; 
f.o.b. destination; or f.o.b. destination within buyer’s premises; yro- 
vided, that such delivery point is in accordance with Contractor’s terms 
and conditions applicable to the contract price in effect at the time of 
delivery. A delivery point other than in accordance with Contractor’s 
terms and conditions applicable to the contract price in effect at time 
of delivery may be specified upon the mutual consent of the parties. 
Contractor shall be responsible for each shipment of aluminum covered 
by this Contract until it is delivered at the designated delivery point, 


i 
4 
i} 
| 


Se eee 








978 ALUMINUM INDUSTRY 


regardless of the point of inspection. When delivery at that point has 
been effected, then all risk of loss, including without limitation claims 
for losses and damages in connection with care and handling of the 
metal thereafter, shall be deemed to have passed from Contractor to 
the Government. 


ARTICLE XxX. 
Inspection. 


(a) All aluminum delivered to the Government pursuant to this 
Contract shall be subject to inspection and test by the Government, to 
the extent practicable at all times and places including the period of 
manufacture, and in any event prior to final acceptance. 


(b) In case any such aluminum is defective in material or work- 
manship or otherwise not in conformity with the requirements of this 
Contract, the Government shall have the right either to reject it (with 
or without instruction as to its disposition), or to require its replace- 
ment. Aluminum which has been rejected or required to be replaced 
shall be removed, as requested by the Government, by and at the 
expense of Contractor promptly after notice, and shall not again be 
tendered for acceptance unless the former tender and either the rejec- 
tion or requirement of replacement is disclosed. If Contractor fails to 
properly remove such aluminum when requested by the Government, 
and to proceed promptly with the replacement thereof, the Government 
at its option may (1) by contract or otherwise replace such aluminum 
and charge to Contractor the cost occasioned the Government thereby, 
or (2) terminate the right of Contractor to make delivery of the amount 
of aluminum so rejected for default, or (3) accept the aluminum so 
rejected at an appropriate reduction of the contract price. 


(c) If any inspection or test is made by the Government on the 
premises of Contractor, Contractor without additional charge shall 
provide all reasonable facilities and assistance for the safety and con- 
venience of the Government inspectors in the performance of their 
duties. If Government inspection or test is made at a point other than 
the premises of Contractor, it shall be at the expense of the Govern- 
ment; provided, That in case of rejection the Government shall not be 
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liable for any reduction in value of samples used in connection with 
such inspection or test. All inspections and tests by the Government 
shall be performed in such a manner as not to unduly delay the work. 
The Government reserves the right to charge to Contractor any addi- 
tional cost of Government inspection and test when aluminum is not 
ready at the time such inspection and test is requested by Contractor. 
Acceptance or rejection of the aluminum shall be made as promptly 
as practicable after delivery, but failure to inspect and accept or reject 
aluminum shail neither relieve Contractor from responsibility for such 
aluminum as is not in accordance with the contract requirements nor 
impose liability on the Government therefor. 


(d) The inspection and test by the Government of any aluminum 
sold hereunder or lots thereof does not relieve Contractor from any 
responsibility regarding defects or other failures to meet the contract 
requirements which may be discovered prior to acceptance. Final 
acceptance shall be conclusive except as regards latent defects, fraud, 
or such gross mistakes as amount to fraud. 


(e) Contractor shall provide and maintain an inspection system 
acceptable to the Government covering the aluminum sold hereunder. 
Records of all inspection work by Contractor shall be kept complete 
and available to the Government during the performance of this Con- 


tract and for such longer period as may be specified elsewhere in this 
Contract. 


ARTICLE XXI. 


Buy American Act. 


Contractor agrees that there will be delivered under this Contract 
only such unmanufactured articles, materials, and supplies (which term 
‘‘articles, materials, and supplies’’ is hereinafter referred to in this 
Article XXI as ‘‘supplies’’) as have been mined or produced in the 
United States, and only such manufactured supplies as have been 
manufactured in the United States substantially all from supplies 
mined, produced, or manufactured, as the case may be, in the United 
States. Pursuant to the Buy American Act, as amended (41 U. S. 
Code 10 a-d), the foregoing provision shall not apply (i) with respect 
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to supplies excepted by GSA from the application of that Act, (ii) with 
respect to supplies for use outside the United States, (iii) with respect 
to the supplies to be delivered under this Contract, which are of a class 
or kind determined by the GSA not to be mined, produced, or manu- 
factured, as the case may be, in the United States in sufficient and 
reasonably available commercial quantities and of a satisfactory 
quality, or (iv) with respect to such supplies, from which the supplies 
to be delivered under this Contract are manufactured, as are of a class 
or kind determined by the GSA not to be mined, produced or manu- 
factured, as the case may be, in the United States in sufficient and 
reasonably available commercial quantities and of a satisfactory 
quality, provided that this exception (iv) shall not permit delivery of 
supplies manufactured outside the United States if such supplies are 
manufactured in the United States in sufficient and reasonably available 
commercial quantities and of a satisfactory quality. 

It is hereby determined for the purpose of this Contract that 
bauxite for the manufacture of primary aluminum is not mined, pro- 
duced or manufactured, as the case may be, in the United States in 
sufficient and reasonably available commercial quantities and of a 
satisfactory quality. 


ARTICLE XXII. 
Prison Labor Not To Be Employed. 


In connection with the performance of work under this Contract, 
Contractor agrees not to employ any person undergoing sentence of 
imprisonment at hard labor. 


ARTICLE XXIII. 
The Eight-Hour Law of 1912. 


This Contract, to the extent that it is of a character specified in 
the Eight-Hour Law of 1912, as amended (40 U. 8S. Code 324-326), and 
is not covered by the Walsh-Healey Public Contracts Act (41 U. S. 
Code 35-45), is subject to the following provisions and exceptions of 
said Hight-Hour Law of 1912, as amended, and to all other provisions 
and exceptions of said Law: 
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No laborer or mechanic doing any part of the work contem- 
plated by this Contract, in the employ of Contractor or any sub- 
contractor contracting for any part of the said work, shall be 
required or permitted to work more than eight hours in any one cal- 
endar day upon such work, except upon the condition that compen- 
sation is paid to such laborer or mechanic in accordance with the 
provisions of this clause. The wages of every such laborer and 
mechanic employed by Contractor or any subcontractor engaged in 
the performance of this Contract shall be computed on a basic day 
rate of eight hours per day; and work in excess of eight hours per 
day is permitted only upon the condition that every such laborer 
and mechanic shall be compensated for all hours worked in excess 
of eight hours per day at not less than one and one-half times the 
basic rate of pay. For each violation of the requirements of this 
clause a penalty of five dollars shall be imposed upon Contractor 
for each such laborer or mechanic for every calendar day in 
which such employee is required or permitted to labor more than 
eight hours upon said work without receiving compensation com- 
puted in accordance with this clause; and all penalties thus imposed 
shall be withheld for the use and benefit of the Government. 

























‘ARTICLE XXIV. 
The Walsh-Healey Act. 






If this Contract is for the manufacture or furnishing of materials, 
supplies, articles, or equipment in an amount which exceeds or may 
exceed $10,000 and is otherwise subject to the Walsh-Healey Public 
Contracts Act, as amended (41 U. S. Code 35-45), there are hereby 
incorporated by reference all representations and stipulations required 
by said Act and regulations issued thereunder by the Secretary of . 
Labor, such representations and stipulations being subject to all appli- \ 
cable rulings and interpretations of the Secretary of Labor which are } 
now or may hereafter be in effect. 
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ARTICLE XXV. 


Nondiscrimination in Employment. 


In connection with the performance of work under this Contract, 
the Contractor agrees not to discriminate against any employee or 
applicant for employment because of race, religion, color or national 
origin. The aforesaid provision shall include, but not be limited to, 
the following: Employment, upgrading, demotion, or transfer ; recruit- 
ment or recruitment advertising, layoff or termination; rates of pay 
or other forms of compensation; and selection for training, including 
apprenticeship. The Contractor agrees to post hereafter in con- 
spicuous places, available for employees and applicants for employ- 
ment, notices to be provided by the Contracting Officer setting forth 
the provisions of the nondiscrimination clause. 

The Contractor further agrees to insert the foregoing provision 
in all subcontracts hereunder, except subcontracts for standard com- 
mercial supplies or raw materials. 

This Articte shall not apply to the performance of work outside 
the United States, its territories and possessions where no recruitment 
of workers within the limits of the United States, its territories or 
possessions is involved. 


ARTICLE XXVI. 
Members of Congress. 


No member of or delegate to Congress, or resident commissioner, 
shall be admitted to any share or part of this Contract, or to any benefit 
that may arise therefrom; but this provision shall not be construed to 
extend to this Contract if made with a corporation for its general 
benefit. 


ARTICLE XXVII. 
Covenant Against Contingent Fees. 
Contractor warrants that no person or selling agency has been 


employed or retained to solicit or secure this Contract upon an agree- 
ment or understanding for a commission, percentage, brokerage, or 
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contingent fee, excepting bona fide employees or bona fide established 
commercial or selling agencies maintained by Contractor for the pur- 
pose of securing business. For breach or violation of this warranty, 
the Government shall have the right to annul this Contract without 
liability or in its discretion to deduct from the contract price or con- 
sideration the full amount of such commission, percentage, brokerage, 
or contingent fee. 


ARTICLE XXVIII. 
Performance During Disputes. 















In the event of any dispute arising under this Contract, the Con- 
tractor shall, notwithstanding the pendency of such dispute, diligently 
proceed with the performance of this Contract. 


ARTICLE XXIX. 


Examination of Records. 





(a) The Contractor agrees that the Comptroller General of the 
United States or any of his duly authorized representatives shall, until 
the expiration of three years after final payment under this Contract, i 
have access to and the right to examine any directly pertinent books, i 
documents, papers and records of the Contractor involving transactions 
related to this Contract. 















(b) The Contractor further agrees to include in all his subcontracts 
hereunder a provision to the effect that the subcontractor agrees that 
the Comptroller General of the United States or any of his duly author- 
ized representatives shall, until the expiration of three years after 
final payment under the subcontract, have access to and the right to 
examine any directly pertinent books, documents, papers, and records 
of such subcontractor involving transactions related to the subcontract. 
The term ‘‘subcontract’’ as used in this clause excludes (i) purchase 
orders not exceeding $1,000 and (ii) subcontracts or purchase orders 
for public utility services at rates established for uniform applicability 
to the general public. 
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ARTICLE XXX. 


Descriptive Headings. 
The table of contents and the descriptive headings of the several 
Articues of this Contract are inserted for convenience only and shall 


not control or affect the meaning or construction of any of the provisions 
hereof. 


ARTICLE XXXI. 
Controlling Statute. 


This Contract is entered into pursuant to the Defense Production 
Act of 1950, as amended (Public Law 774, 81st Congress) ; Public Laws 
69, 96 and 429, 82d Congress; Public Law 95, 83d Congress; Public 
Laws 119 and 295, 84th Congress. 


In Witness Wuereor, the parties hereto have executed this con- 
tract in several counterparts. 


Unitrep Srates or AMERICA 


(Sear) 
By (signed) A.J. WatsH 


A. J. WatsH 
Commissioner, Emergency Procurement 
Service, 


GeneEraL Services ADMINISTRATION 


Harvey Macurne Co., Inc. 


By (signed) Leo M. Harvey 
President 





Contract No. 14-03-001-11964 
9-7-55 


Trust Agreement 
EXECUTED BY THE 


UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR 


ACTING BY AND THROUGH THE 
BONNEVILLE POWER ADMINISTRATOR 


AND 


HARVEY MACHINE CoO., INC. 


providing for the construction of certain facilities for the 
transmission of electric energy to the Company’s plant 


Dated, September 13, 1955 
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This TRUST AGREEMENT, executed September 13, 1955, by the 
Untrep States or America, Department of the Interior (hereinafter 
called ‘‘the Government’’), acting by and through the BonNeEvILLE 
Power ApMINIsTRATOR (hereinafter called ‘‘the Administrator’’), and 
Harvey Macuine Company., Inc. (hereinafter called ‘‘the Company’’), 
a corporation organized and existing under the laws of the State of 
California, 


WiITNESSETH: 


Wuereas the Company is building an aluminum reduction plant 
(hereinafter called ‘‘the Company’s plant’’) in the vicinity of The 
Dalles, Oregon, and the parties hereto are executing simultaneously 
with this agreement a power sales contract (designated as Contract 
No. 14-03-001-11965) providing for purchase by the Company of electric 
energy and reactive power with which to operate said plant; and 


Wuenreas the parties hereto are executing simultaneously with this 
agreement a transmission agreement (designated as Contract No. 
14-03-001-11963) providing for the delivery to the Company at The 
Dalles Aluminum substation, electric energy and reactive power made 
available to the Government by the Company at the point of delivery 
specified herein; and 


Wuenreas the Government does not have funds available for con- 
structing the facilities which are required to transmit such electric 


energy and reactive power from the Government’s Big Eddy switching 
station to The Dalles Aluminum substation as provided in said trans- 
mission agreement, and the Company is willing to pay the cost of con- 
struction of such facilities, the title to and ownership of such facilities, 
when completed, to vest in the Government; and 


Wuereas the Administrator is authorized by Order No. 2563 dated 
May 2, 1950, and Order No. 2753 dated April 7, 1954, of the Secretary 
of the Interior to dispose of electric energy generated at various fed- 
eral hydroelectric projects in the Northwest pursuant to the specific 


statutory authority as to each of such projects designated in Order 
No. 2753; and 
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Wuearsas certain statutes authorize the Administrator to enter into 
such contracts, agreements, and arrangements upon such terms and 
conditions and in such manner as he may deem necessary and to acquire, 
by purchase, lease, condemnation, or donation, such real and personal 
property or any interest therein, including lands, easements, rights-of- 
way, franchises, electric transmission lines, substations, and facilities 
and structures appurtenant thereto as the Administrator finds neces- 


sary or appropriate to carry out the purposes of the Bonneville Project 
Act; 


Now, THEREFORE, the parties hereto mutually agree that the trust 
herein referred to was created upon and subject to the terms, provi- 
sions, and covenants, as follows: 


1. Term of Agreement. Each of the provisions of this agreement 
will be effective at the time of institution of the trust fund mentioned 
in section 2 hereof, and shall continue in effect until fully performed. 


2. Trust Fund. 


(a) The Company agrees to provide the Government with an 
amount of moneys, to be held as a trust fund, sufficient to enable 
the Government to defray the reasonable expense and cost of perform- 
ing the duties imposed upon the Government by section 3 of this trust 
agreement. All moneys received by the Government, as aforesaid, 
together with all moneys, if any, advanced to it in trust under any other 
provisions of this agreement, will be placed in a trust account in the 
United States Treasury subject to withdrawal as provided in 31 U. S. 
C. A. §§ 725r and 725s, for payment of the expenses and cost of perform- 
ing the duties imposed on the Government by this agreement. The 
Company will advance approximately $2,038,000 under this section, as 
soon as reasonably practicable but in no event later than February 1, 
1956. The date upon which said payment is made shall be the date on 
which the trust fund is established. If at any time thereafter the 
Administrator reasonably estimates that the balance in said trust fund 
is insufficient to pay the expense and cost of completing performance 
of such duties, the Company will advance to the Government, when 
requested by the Administrator and in such installments as may be 
specified by him such additional moneys as he so estimates will be 
required to complete the performance of such duties. 
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(b) In lieu of the payment of moneys or a portion thereof as pro- 
vided by subsection (a) of this section, the Company may at its option 
and at its expense, furnish all or part of the materials, equipment, or 
supplies required by the Government in the performance of the duties 
imposed upon it by this agreement to construct and install the facilities 
described in section 3. Such option must be exercised by notice in 
writing to the Government prior to the time the Company is required 
to advance the first installment of moneys as provided by subsection 
(a) above, and if so exercised, the amount of moneys to be so provided 
by the Company will be reduced by the Government’s estimated cost of 
the materials, equipment, or supplies to be furnished by the Company 
as stated in their notice of intention to exercise the option. Any such 
materials, equipment, or supplies so furnished by the Company must 
meet the Government’s standards and specifications and shall be 
inspected prior to acceptance by the Government’s inspectors when 
considered by the Government to be necessary or desirable and must 
be delivered to the Government at the times required by the Govern- 
ment’s design and construction schedule and the place specified by the 
Administrator. Any delay in the delivery of materials, equipment, or 
supplies furnished by the Company shall excuse the performance of the 
Government’s duties hereunder and shall entitle the Government to a 
reasonable extension of time, based upon the extent of such delay, to 
complete its performance. 


3. Construction of Facilities. The Administrator will, as soon as 
it is reasonably practicable after the establishment of the trust fund 
provided for by this agreement, design and plan all facilities required 
to effect the transmission of electric energy to the Company’s Plant 
from the 115 kv bus in the Government’s Big Eddy switching station, 
and will proceed diligently to construct, in accordance with such plan 
and design, all such facilities, including the construction of one 115 kv 
terminal position in the Government’s Big Eddy switching station; 
one 115 kv transmission line from said switching station to the Govern- 
ment’s The Dalles substation; three 115 kv terminal positions in said 
substation; a 150,000 kva substation (to be known as ‘‘The Dalles 
Aluminum substation’’), two 115 kv transmission lines between the 
Government’s The Dalles substation and the The Dalles Aluminum 
substation; and including such other facilities and equipment as are 
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necessary for the transmission of electric energy over and through 
such transmission lines, terminal positions, and substations. The 
Administrator will furnish all labor required to complete such design, 
construction, and installation, and will provide all materials, supplies, 
and equipment not furnished by the Company which are required in 
the construction of such facilities. The Administrator shall construct, 
install, test and adjust such facilities and equipment in whole or in 
part, by force account, by contract, or by both, in the same manner and 
subject to the same limitations as if he were expending Government 
funds. 

Subject to the provisions of section 2 above and the other terms 
and limitations of this agreement, the Government agrees to complete 
the construction and installation of the facilities provided for in this 
agreement so as to be able to deliver to the Company the electric power 
purchased by it from the Government under the terms of Contract No. 
14-03-001-11965, within not to exceed 18 months from the establishment 
of the trust fund provided for by this agreement; provided, however, 
such time shall be extended by the period of such delay, if any, as is 
occasioned by events which the Government could not reasonably be 
expected to avoid by the exercise of reasonable diligence. 


4. Ownership of Facilities and Equipment. Title to and ownership 
of all facilities and equipment constructed and installed pursuant to 
section 3 hereof shall be and remain in the Government at all times. 


5. Accounting. 


(a) Within a reasonable time after completion of the work for 
which the deposit in trust has been made under the terms hereof, the 
Administrator will make a full accounting to the Company showing the 
receipts credited to, and the costs and expenses charged against, said 
trust fund. The Government will remit to the Company any unexpended 
balance of said trust fund within a reasonable time after accounting 
is made as herein provided. 


(b) If at any time hereafter the Administrator estimates that the 
balance in said trust fund is insufficient to pay the expense and cost 
of completing performance of the duties specified in section 3 hereof, 
the Administrator will give notice thereof to the Company, and if the 
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Company then so requests, the Administrator will, within a reasonable 
time thereafter, make a full accounting to the Company showing the 
receipts credited to, and the costs and expenses charged against, said 
trust fund. The Administrator will, at the same time, submit a state- 
ment to the Company showing in detail his estimate of the additional 


moneys required to pay the expense and cost of completing performance 
of such duties. 


(c) The costs and expenses of performing the work and furnishing 
the materials mentioned in section 3 hereof shall be proper charges 
against said trust fund, and shall be determined by charging the cost 
elements exclusive of interest in the same manner as if Government 
funds were being expended, including, among other items, labor, unem- 
ployment compensation, and social security contributions, annual and 
sick leave obligations, equipment use, tool and stores expense, expense 
of transportation of any materials and equipment required for such 
construction which is not included as stores expense, expense and cost 
incurred to make the accounts provided for in this section, and over- 
heads reasonably allocable thereto. 


6. Assignment. 


(a) The Administrator hereby consents to the assignment of this 
contract by the Company subject to the following provisions: 


(1) No such assignment shall be effective until the Com- 
pany’s plant is constructed and ready for regular operation and 
has been acquired by said assignee; 


(2) No such assignment, other than to a wholly-owned sub- 
sidiary of the Company, shall be effective unless it is made 
pursuant to the terms of a loan agreement under which the 
Company shall have obtained financing for the construction of 
the Company’s plant, and provided such terms are for the pur- 
pose of furnishing security for such financing; 


(3) Said assignment shall be made by the Company and shall 
be accepted by said assignee, subject to the express condition 
that said assignee shall be thereafter bound by the terms of this 
contract as fully as if the assignee alone had executed said power 
sales contract in the place of the Company; and 
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(4) The Company shall at all times remain bound by the 
terms of this contract as fully as if said assignment had not been 
made. 


(b) The Company will submit to the Administrator a duplicate 
original of any assignment so made by it, together with a duplicate 
original of the acceptance thereof by said assignee, showing compliance 
with the provisions of this section. 


7. Interest of Member of Congress. No Member of or Delegate 
to Congress, or Resident Commissioner, shall be admitted to any share 
or part of this agreement or to any benefit that may arise therefrom, 
but this provision shall not be construed to extend to this agreement 
if made with a corporation for its general benefit. 


In Witness WuHeEnEor, the parties hereto have executed this agree- 
ment in several counterparts. 


Untrep States or AMERICA 
Department of the Interior 


(Sea) 
By (signed) Wm. A. Pear. 
Bonneville Power Administrator 
Harvey Macuine Co., Inc. 
(Szax) 
By (signed) Leo M. Harvey 
Attest: 


(signed) Kerra Lixpen 
Ass’t Secretary 


(7299) 








Contract No. 14-03-001-11963 
9-7-55 


Transmission Agreement 


EXECUTED BY THE 


UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR 


ACTING BY AND THROUGH THE 


BONNEVILLE POWER ADMINISTRATOR 


AND 


HARVEY MACHINE Co., INC. 


Dated, September 13, 1955 
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This TRANSMISSION AGREEMENT, executed September 13, 
1955, by the Unirep States or America (hereinafter called ‘‘the Govern- 
ment’’), Department of the Interior, acting by and through the Bonner- 
VILLE Power ApmrinistTrator (hereinafter called ‘‘the Administrator’’), 
and Harvey Macurne Co., Inc. (hereinafter called ‘‘the Company’’), a 
corporation organized and existing under the laws of the State of Cali- 
fornia, 


WITNESSETH: 


Wuenreas the parties hereto are executing simultaneously with the 
execution of this agreement a power sales contract (designated as Con- 
tract No. 14-03-001-11965) which provides for the sale of firm and 
interruptible power to the Company at the Big Eddy point of delivery 
(as therein defined) to be used in the Company’s aluminum reduction 
plant (hereinafter called ‘‘the Company’s plant’’), which is being con- 
structed in the vicinity of The Dalles, Oregon; and 


Wuereas the Company desires that the Government deliver to the 
Company at The Dalles Aluminum Substation point of delivery, herein- 
after defined, the electric energy and reactive power purchased by the 
Company under said Contract No. 14-03-001-11965 and made available 
to the Government by the Company at the Big Eddy point of delivery; 
and 


Wuenreas the parties hereto are executing simultaneously with the 
execution of this agreement a Trust Agreement (designated as Con- 
tract No. 14-03-001-11964) to enable the Government to build, at the 
expense of the Company, the transmission facilities necessary for such 
delivery; and 


Wuenreas the Government is willing to transmit such electric energy 
and reactive power to the Company at The Dalles Aluminum Substation 
point of delivery on the terms herein stated; and 


Wuereas the Administrator is authorized by Order No. 2563 dated 
May 2, 1950, and Order No. 2753 dated April 7, 1954, of the Secretary 
of the Interior to dispose of electric energy generated at various 
federal hydroelectric projects in the Northwest pursuant to the specific 
statutory authority as to each of such projects designated in Order 
No. 2753; and 
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Wuereas certain statutes authorize the Administrator to enter into 
such contracts, agreements, and arrangements upon such terms and 
conditions and in such manner as he may deem necessary ; 


Now, THEREFORE, the parties hereto mutually agree as follows: 


1. Term of Agreement. Subject to the other provisions contained 
herein, each of the provisions of this agreement shall be effective for 
the term commencing at the time the facilities to be constructed under 
the terms of said Trust Agreement (Contract No. 14-03-001-11964) are 
completed and ready for regular operation and ending at the time of 
the termination of said power sales contract (Contract No. 14-03-001- 
11965). 


2. Transmission of Power and Amount. Subject to the other pro- 
visions contained herein, the Government will make available to the 
Company, during each half-hour in the term hereof, at The Dalles 
Aluminum Substation point of delivery such amounts of electric energy 
and reactive power (less transmission and transformation losses) as 
are made available by the Government to the Company at the Big 
Eddy point of delivery, in accordance with the provisions of said 
Contract No. 14-03-001-11965. 

The factors to be used for determination of the transmission and 
transformation losses mentioned in this section shall be agreed upon 
by representatives designated by the parties hereto. 


3. Provisions Relating to Delivery. Subject to the other provi- 
sions of this contract electric energy shall be made available hereunder 
in the form of three-phase current, alternating at a frequency of 
approximately sixty (60) cycles per second. 

Deliveries thereof at the point of delivery shall be made directly 
over the Government’s facilities at the approximate voltage and dur- 
ing the period specified for such point. The amounts of electric energy 
and reactive power so delivered at such point during each month, and of 
the thirty-minute integrated demands for such electric energy, shall be 
the amounts determined from measurements made by the Government’s 
watt-hour, var-hour, and recording demand meters, respectively, 
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installed or to be installed so as to record the flow of electric energy 
and reactive power at the place and in the circuits hereinafter specified : 


Tue Datutes ALUMINUM SupsstTaATION Pornt or DELIVERY: 


Location: the point in The Dalles Aluminum substation, to be 
hereinafter constructed by the Government in accordance with 
the provisions of said Contract No. 14-03-001-11964, where the 
13.8 kv facilities of the parties hereto are to be connected; 

Voltage: at 13.8 kv; 

Period: at all times during the term hereof; 


Metering: in the 13.8 kv cireuits over which such delivery is to be 
made. 


4. Amount of Power Delivered. 


(a) If the Government does not restrict the amount of electric 
energy which will be delivered to the Company under said Contract 
No. 14-03-001-11965, the thirty-minute integrated demands at which 
electric energy is transmitted hereunder in accordance with section 2 
hereof, will be the amounts determined as provided in section 3 hereof. 


(b) If the Government restricts the amount of electric energy 


which will be delivered to the Company under said Contract No. 
14-03-001-11965, the thirty-minute integrated demands at which electric 
energy is transmitted hereunder, during each half-hour the restriction 
is in effect, shall be the number of kilowatts which the Administrator 
determines he will make available to the Company during such half-hour 
at the Big Eddy point of delivery in accordance with the provisions of 
said Contract No. 14-03-001-11965, after such number of kilowatts is 
adjusted for losses to The Dalles Aluminum Substation point of 
delivery. 


5. Payment for Transmission of Power. 


(a) Except as it is hereinafter provided, as compensation and in 
full payment by the Company for the services of the Government and 
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the use of its facilities in making electric energy and reactive power 
available as provided herein, the Company will pay the Government for 
each month in the term hereof an amount which is equal to the largest 
product obtained by: 


(1) multiplying together the compensation factor and the 
compensation demand for such month after increasing such com- 
pensation demand by one percent (1%) for each one percent 
(1%) or major fraction thereof by which the average power 
factor, at which electric energy is delivered hereunder during 
such month, is less than 0.95 lagging; and 


(2) multiplying together the compensation factor and the 
compensation demand for each of the eleven (11) immediately 
preceding months. 


(b) The ‘compensation factor’’ mentioned in subsection (a) of 
this section shall be $0.079 for each month in the term hereof until 
changed pursuant to section 22 of Exhibit A attached hereto; provided, 
however, that such compensation factor shall be reviewed every five (5) 
years by a committee composed of a member appointed by the Admin- 
istrator and a member appointed by the Company and adjusted to con- 
form with the Government’s cost of operating and maintaining like 
facilities. If such members are unable to agree upon a compensation 
factor they shall appoint a third member who shall have no direct inter- 
est in the controversy. The determination of a compensation factor 
made by the committee, or a majority of its members, shall be binding 
upon the parties. 


(c) The ‘‘compensation demand’’ mentioned in subsection (a) of 
this section, for each month in the term hereof, shall be the largest 
of the thirty-minute integrated demands at which electric energy is 
delivered by the Company hereunder during such month, determined 
as provided in section 4 hereof after eliminating all abnormal non- 
recurring demands resulting from emergency conditions. 


(d) If the Government reduces the amount of electric energy to 
be delivered to the Company in accordance with the provisions of said 
Contract No. 14-03-001-11965 for any period during the term hereof, 
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the payment to be made by the Company hereunder for the month in 
which the reduction occurs shall be determined as provided in subsec- 
tion (a) of this section after reducing all compensation demands of the 
Company prior to such period by the amount of the reduction. 


6. Assignment. 


(a) The Administrator hereby consents to the assignment of this 
contract by the Purchaser subject to the following provisions: 
(1) no such assignment shall be effective until the Pur- 
chaser’s plant is constructed and ready for regular operation 
and has been acquired by said assignee; 





(2) no such assignment, other than to a wholly-owned sub- 


sidiary of the Purchaser, shall be effective unless it is made 
pursuant to the terms of a loan agreement under which the 
Purchaser shall have obtained financing for the construction 
of the Purchaser’s plant, and provided such terms are for the 
purpose of furnishing security for such financing; - 








(3) said assignment shall be made by. the Purchaser and 
shall be accepted by said assignee, subject to the express con- 
dition that said assignee shall be thereafter bound by the terms 
of this contract as fully as if the assignee alone had executed 
this contract in the place of the Purchaser; and 


(4) the Purchaser shal] at all times remain bound by the 
terms of this contract as fully as if said assignment had not been 
made. 





(b) The Purchaser will submit to the Administrator a duplicate 
original of any assignment so made by it, together with a duplicate 
original of the aceptance thereof by said assignee, showing compliance 
with the provisions of this section. 








7. Standard Provisions. The Standard Transmission Provisions 
(S Tmn P Form-2), attached hereto as Exhibit A, are hereby made a 
part of this agreement. The Government shall be the ‘‘transferor’’ 
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mentioned in said Exhibit A, and the Company shall be the ‘‘trans- 
feree’’ therein mentioned. 


In Witness WueEnreor, the parties hereto have executed this agree- 
ment in several counterparts. 


Unrtep States or AMERICA 
Department of the Interior 


(Szaz) 
By (signed) Wm. A. Peart 
Bonneville Power Administrator 
Harvey Macuine Co., Inc. 
(Seax) By (signed) Lro M. Harvey 
Attest: 


(signed) Kerrn Liypen, 
Ass’t. Secretary. 


70669 O—56—pt. 2——35 
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EXHIBIT A 
S Tmn P Form-2 
(1-4-51) 


STANDARD TRANSMISSION PROVISIONS 
1. Interpretation. 


(a) The provisions in the document to which these Standard 
Transmission Provisions are attached as an exhibit shall be deemed 
to be a part of this exhibit for the purpose of determining the meaning 
of any provision contained in this exhibit. If a provision in such 
document is in conflict with a provision contained in this exhibit, the 
former shall prevail. 


(b) Nothing contained in this agreement shall, in any manner, 
be construed to abridge, limit, or deprive any party thereto of any 
means of enforcing any remedy, either at law or in equity, for the 
breach of any of the provisions thereof which it would otherwise have. 


2. Definitions. As used in this contract: 


(a) the words ‘‘month”’ and ‘‘ billing month’’ shall mean the period 
commencing at the time when the meters mentioned in this agreement 
are read by the Administrator and ending approximately thirty (30) 
days thereafter when a subsequent reading of such meters is made by 
the Administrator; 


(b) the words ‘‘thirty-minute integrated demand’’ shall mean the 
number of kilowatts which is equal to the product obtained by multi- 
plying by two the number of kilowatt-hours delivered at any point 
during any clock half-hour. 


3. Prior Demands. In determining any credit demand mentioned 
in, or money compensation to be paid to the Government under, this 
agreement for any month, thirty-minute integrated demands at which 
electric energy was delivered by the Government for the account of 
the other party to this agreement prior to the date upon which the 
agreement takes effect shall be considered in the same manner as if 
this agreement had been in effect. 


4. Measurements. Except as it is otherwise provided in section 
5 of this exhibit, each measurement of each meter mentioned in this 
agreement shall be the measurement automatically recorded in writing 
by such meter, but if none, shall be the measurement of such meter as 
reported by the Administrator. 
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5. Adjustment for Inaccurate Metering. 


(a) If any meter mentioned in this agreement fails to register, 
or if the measurement made by such meter during a test made as pro- 
vided in this exhibit varies by more than two per cent (2%) from the 
measurement made by the standard meter used in such test, adjustment 
shall be made correcting all measurements made by such inaccurate 
meter during the period hereinafter stated. Such corrected measure- 
ments shall be used to recompute the amounts of any electric energy to 
be made available, of any credits in an exchange energy account to be 
made, and of any money compensation to be paid, to the Government 
as provided in this agreement, for (1) the actual period during which 
such inaccurate measurements were made if such period can be deter- 
mined, or (2) if not, the period immediately preceding a test of such 
inaccurate meter which is equal to one-half the time from the date of 
the last preceding test of such meter; provided, however, that the 
period for which such recomputations are to be made shall not exceed 
six (6) months. 


(b) If the credit theretofore made to the Government in the 
exchange energy account varies from the credit to be made as 
recomputed, the amount of the variance will be credited in such 
exchange energy account to the party entitled thereto. 


(c) If the money compensation theretofore paid to the Govern- 
ment varies from the money compensation to be paid as recomputed, 
the amount of the variance will be paid to the party entitled thereto 
within thirty (30) days after the recomputation is made; provided, 
however, that the other party to this agreement may deduct such 
amount due it from any money compensation which thereafter becomes 
due to the Government under this agreement. 


(d) If the amount of electric energy made available to the Govern- 
ment under this agreement by the other party varies from the amount 
to be made available as recomputed, the amount of the variance will 


be eredited in such exchange energy account to the party entitled 
thereto. 


6. Combining Deliveries Coincidentally. If it is provided in this 
agreement that the amounts of electric energy and reactive power, 
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delivered at any point of delivery, and of the thirty-minute integrated 
demands for such electric energy, for any period, shall be the amounts 
thereof determined by combining deliveries at two or more metering 


points coincidentally : 


(a) the amounts of sueh electric energy and reactive power so 
delivered at such point of delivery during such period shall be the 





respective sums computed by adding together the amounts of electric 
energy and reactive power, respectively, which flow during such period 
at such metering points, determined as provided in this agreement; 
and 


(b) the amount of each thirty-minute integrated demand for such 
electric energy at such point of delivery shall be the sum computed by 
adding together the integrated demands for such thirty-minute period 
at such metering points, determined as provided in this agreement. 


7. Reducing Compensation for Interruptions. If delivery of 
electric energy under this agreement is interrupted or reduced at any 
point of delivery pursuant to section 10 of this exhibit, the amount, 
which would otherwise be due the Government for making electric 
energy available at such point during the month in which such interrup- 
tion or reduction occurs, shall be appropriately reduced. 





8. Adjustment for Unbalanced Phase Demands. If the transferee 
fails to make promptly the changes mentioned in section 13 of this 
exhibit, the Government may determine the registered demand of the 
transferee, at the point of delivery in question during each month 
thereafter until such changes are made, to be equal to the product 
obtained by multiplying by three (3) the largest of the thirty-minute 
integrated demands of the transferee on any phase at such point during 
such month. This section shall not apply with respect to any point of 
delivery where the current required to be supplied at such point is other 
than three-phase current. 


9. Power Factor. 





(a) The average power factor at which electric energy is delivered 
by the Government under this agreement at each point of delivery 
during each month in the term of this agreement will be the quotient 
obtained by dividing the number of kilowatt-hours of electric energy 
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delivered by the Government under this agreement at such point during 
such month by the square root of the sum of: (a) the square of such 
number of kilowatt-hours, and (b) the square of the number of kilovolt- 
ampere-hours, of reactive power delivered by the Government under 
this agreement at such point during such month. 


(b) Except as it is otherwise specifically provided in this agree- 
ment, no adjustment will be made for power factor at any point of 
delivery described in this agreement while the reactive power delivered 
at such point is not measured. 


10. Contimuity of Service. 


(a) The Government may temporarily interrupt or reduce deliv- 
eries of electric energy to the transferee if the Government determines 
that such interruption or reduction is necessary or desirable in case of 
system emergencies, or in order to install equipment in, make repairs, 
replacements, investigations, and inspections of, or perform other 
maintenance work on, the Government’s electric system. Except in 
case of emergency, and in order that the transferee’s operations will 
not be unreasonably interfered with, the Government will give the 
transferee notice of any such interruption or reduction, the reason 
therefor, and the probable duration thereof. 


(b) If the operation of the transmission system of the Government 
is suspended, interrupted, or interfered with as the result of the 
occurrence of any event which is reasonably beyond the Government’s 
control (ineluding, but not limited to, the failure or breakdown of 
generating or transmission facilities, floods, fire, strikes, or acts of God 
or the public enemy), the Government, its officers, agents, and 
employees shall not be obligated to deliver electric energy and reactive 
power to any transferee, as provided in this agreement, during such 
time and to such extent as such suspension, interruption, or inter- 
ference makes it reasonably impracticable to do so, and shall not be 
liable for any damages sustained by such transferee as a result of the 
failure to so deliver such electric energy and reactive power during 
such time. 


11. Changes im Demands or Characteristics. The transferee will, 
whenever possible, give reasonable notice to the Government of any 
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unusual increase or decrease of its demands for electric energy on the 
Government’s system, or of any unusual change in the load factor or 
power factor at which the transferee will take delivery of electric 
energy under this agreement. The transferee shall be liable for any 
damage to the Government’s system which results from any such 
increase, decrease, or change made without the Government’s consent. 


12. Electric Disturbances. The transferee will not use the energy 
delivered under this agreement in such manner as to cause eleciric 
disturbances which may be reasonably expected to (a) cause damage 
to the Government’s system or to systems connected with the Govern- 
ment’s system, or (b) prevent the Government from serving other 
purchasers satisfactorily. 


13. Balancing Phase Demands. The Government may, at any time 
during the term of this agreement require the transferee to make such 
changes of its system as are necessary so that the transferee’s thirty- 
minute integrated demands on one phase at any point of delivery for 
any half-hour shall not exceed the integrated demand on any other 
phase at such point for the same half-hour by more than ten per cent 
(10%). This section shall not apply with respect to any point of deliv- 
ery where the current required to be supplied at such point is other 
than three-phase current. 


14. Installation of and Measurements by Government’s Meters. 
The Administrator may at any time install a meter of the Government 
to make the measurements required for any computation or determina- 
tion mentioned in this agreement, and if so installed such measurements 
shall be used thereafter in such computation or determination. 


15. Tests of Metering Equipment. Each party to this agreement 
will, at its expense, test its metering equipment mentioned in this 
agreement at least once every two years, and, if requested to do so by 
the other party, will make additional tests or inspections of such meter- 
ing equipment, the expense of which will be paid by such other party 
unless such additional tests or inspections show such metering equip- 
ment to be inaccurate. Each party will give reasonable notice of the 
time when any such test or inspection is to be made to the other party 
who may have representatives present at such test or inspection. 
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16. Permits. 


(a) If any equipment or facilities of a party to this agreement is, 
or is to be by the terms of this agreement, located on the property of 
the other, a permit to install, test, maintain, inspect, replace, and 
repair during the term of this agreement, and to remove at the expira- 
tion of said term, such equipment and facilities, together with the right 
of ingress to and egress from the location thereof at all reasonable 
times in such term, is hereby granted by the other party. 


(b) Each party shall have the right to read, at all reasonable times, 
any and all meters mentioned in this agreement which are installed on 
the property of the other. 


17. Ownership of Facilities. 


(a) Ownership of any and all equipment, and of all salvageable 
facilities, installed by a party to this agreement on the property of the 
other, shall be and remain in such party. 


(b) Each party shall identify all movable equipment and, to the 
extent agreed upon by the operators of the parties, all other salvageable 
facilities which are installed by such party on the property of the other, 
by permanently affixing thereto suitable tags, stencils, stamps, or other 
markers plainly stating the name of the owner of property so identified. 


18. Transferee’s Facilities. The transferee will, at its expense, 
install such equipment as is necessary to limit the electric disturbances 
described in section 12 of this exhibit. All electric facilities installed 
by the transferee and connected with the Government’s system shall 
conform to accepted modern practice and applicable state regulations, 
or, in the absence of applicable state regulations, to the specifications, 
rules, and regulations contained in the latest editions of, and supple- 


ments to, the National Electric Safety Code of the United States Bureau 
of Standards. 


19. Inspection of Transferee’s Facilities. The Government may, 
but shall not be obligated, to inspect the transferee’s electric installation 
at any time, but such inspection, or failure to inspect, shall not render 
the Government, its officers, agents, or employees, liable or responsible 
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for any injury, loss, damage, or accident resulting from defects in such 
electric installation, or for violation of this agreement. 


20. Performance by Administrator. The Administrator may, 
unless it is otherwise specifically provided in this agreement, perform 
any duty imposed on, or exercise any right vested in, him by this agree- 
ment, through or by such person or persons as he may designate for 
that purpose. 


21. Termination by Other Party. The party other than the Govern- 
ment may, at any time, terminate the deliveries of electric energy and 
reactive power to be made under this agreement at any point of delivery 
by giving written notice to such termination. Such termination shall 
be effective at the time specified in such notice but not before the expira- 
tion of ten (10) days from 12 p. m. on the date such notice is received, 
and upon such termination the Government will not thereafter be obli- 
gated to make such deliveries under this agreement. 


22. Adjustment for Change of Conditions. If changes in condi- 
tions hereafter occur which substantially affect any factor required 
by this agreement to be used in determining any credit in an exchange 
energy account to be made, money compensation to be paid, or amount 
of electric energy of reactive power to be made available, to the Goy- 
ernment by the other party or maximum replacement demand, or aver- 
age power factor mentioned in ‘this agreement, such factor will be 
changed in a manner which will conform to such changes of conditions. 


If, pursuant to the terms of the agreement establishing such 
exchange energy account, another rate is substituted for the rate to 
be used in settling the balance in such account, the number of kilowatt- 
hours to be credited to the Government in such account for each month 
as provided in this agreement, shall be changed for each month there- 
after to the amount computed by multiplying such number of kilowatt- 
hours by 2.5 mills and dividing the resulting product by the currently 
effective substituted rate in mills per kilowatt-hour ; provided, however, 
that if any credit of ‘‘two (2) kilowatt-hours for each kilowatt-hour’’ 
delivered by the Government is to be made in such account pursuant to 
the terms of this agreement, such credit shall not be so changed. 
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23. Arbitration. If the parties to this agreement do not agree 
on the determination of any question of fact hereinafter stated, a deter- 
mination thereof will be made by a committee composed of a member 
appointed by the Administrator and a member appointed by the other 
party. If such members are unable to agree upon a determination of 
such question they shall appoint a third member who shall have no 
direct interest in the controversy. The determination of such question 
made by the Committee, or a majority of its members, shall be binding 
on the parties. 

The questions of fact to be determined as provided in the preced- 
ing paragraph shall be: the correction of the measurements to be made 
as provided in section 5 of this exhibit; the amount of reduction in 
charges mentioned in section 7 of this exhibit were made ‘‘promptly’’; 
whether an abnormal nonrecurring demand oceurred and the amount 
and time thereof; any fact mentioned in the first sentence of section 
11, and in sections 12 and 13 of this exhibit; whether the arrangements 
made by the transferee comply with section 18 of this exhibit; and 
whether changes in conditions mentioned in section 22 of this exhibit 
have occurred, and if so, the change to be made in the factor therein 
mentioned. 


24. Woitver of Default. Any waiver at any time by any party to 
this agreement of its rights with respect to any default of any other 
party thereto, or with respect to any other matter arising in connection 
with such agreement, shall not be considered a waiver with respect to 
any subsequent default or matter. 

25. Notices and Computation of Time. Any notice required by 
this agreement to be given to any party shall be effective when it is 
received by such party, and in computing any period of time from such 
no.iee, such period shall commence at 12 p. m. on the date of receipt of 
such notice. 


26. Interest of Member of Congress. No Member of, or Delegate 
to Congress, or Resident Commissioner shall be admitted to any share 
or part of this agreement or to any benefit that may arise therefrom. 
Nothing, however, herein contained shall be construed to extend to such 
agreement if made with a corporation for its general benefit. 
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Power Sales Contract 


EXECUTED BY THE 


UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR 


ACTING BY AND THROUGH THE 
BONNEVILLE POWER ADMINISTRATOR 
AND 


HARVEY MACHINE CoO., INC. 


providing for electric service at 
The Dalles, Oregon 


Dated, September 13, 1955 
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This POWER SALES CONTRACT, executed September 13, 1955, 
by the Unirep Srares or America (hereinafter called ‘‘the Govern- 
ment’’), Department of the Interior, acting by and through the 
BoNnNEVILLE Power ADMINISTRATOR (hereinafter called ‘‘the Adminis- 
trator’’), and Harvey Macuine Co., Inc. (hereinafter called ‘‘the 
Purchaser’’), a corporation organized and existing under the laws of 
the State of California, 


WiITNESSETH: 


Wuereas the Administrator is authorized by Order No. 2563 dated 
May 2, 1950, and Order No. 2753 dated April 7, 1954, of the Secretary 
of the Interior to dispose of electric energy generated at various fed- 
eral hydroelectric projects in the Northwest pursuant to the specific 
statutory authority as to each of such projects designated in Order No. 
2753; and 


Wuereas the Defense Production Administration has certified the 
Purchaser for construction and operation of an aluminum reduction 
plant (hereinafter called ‘‘the Purchaser’s Plant’’) as being neces- 
sary for defense; and 


Wuereas the Purchaser desires to purchase from the Government, 
at the site of The Dalles dam project, the electric energy requirements 
of the Purchaser’s Plant for a term of twenty (20) years; and 


Wuereas the Big Eddy substation is the point designated by the 
Administrator for the delivery of at-site power available from The 
Dalles project; and 


Wuereas the parties hereto are executing simultaneously with 
this agreement a transmission agreement (designated as Contract No. 
14-03-001-11963) providing for the delivery to the Purchaser at The 
Dalles Aluminum substation, electric energy and reactive power made 
available to the Government by the Purchaser at the point of delivery 
specified herein; and 


Whereas the parties hereto are executing simultaneously with 
this agreement a trust agreement (designated as Contract No. 
14-03-001-11964) providing for the Government to build, at the expense 
of the Purchaser, the transmission facilities necessary for delivery by 
the Government under said transmission agreement; and 
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Wuereas the Administrator and the Purchaser on January 27, 1953 

entered into a power sales contract (designated as Contract No. 

14-03-001-9938) for the sale of firm and interruptible power by the 
Government, for use in the Purchaser’s plant which contract was sub- 

| sequently amended; and 

' 


Wuereas the parties hereto desire to enter into this new power 
sales contract in substitution of said Contract No. 14-03-001-9938, as 
amended ; 


Now, THEREFORE, the parties hereto mutually agree as follows: 


—— 


1. Substitution of Contract. Said Contract No. 14-03-001-9938, 
as amended, is hereby substituted by this contract as of the effective 
date hereof. 

2. Term of Contract. Subject to the other provisions contained 

herein, each of the provisions of this contract shall be effective for 
‘ the term of twenty (20) years from 12 p. m. on the date on which this 
contract is executed; provided, however, the Administrator may termi- 
f nate this contract by giving written notice to the Purchaser at any time 
after it becomes reasonably certain that the Purchaser will not com 
plete construction of its plant and have it ready for regular operation 
on the date specified in section 3 hereof, as the same may be extended. 
It is understood that this contract may be amended or modified 
at any time by the mutual written consent of both parties. 
3. Construction of Purchaser’s Plant. The Purchaser shall pro- 
ceed with the construction of its aluminum reduction plant, consisting 
of two (2) potlines having an aggregate capacity of about 54,000 
short tons of aluminum per year, as soon as reasonably practicable 
| but by no later than May 1, 1956, and such construction shall be com- 
pleted as soon as reasonably practicable but by no later than May 1, 
1958; provided, however, such dates shall be extended by a time equiva- 
lent to such delay, if any, as is occasioned by events which the Pur- 
chaser could not reasonably be expected to avoid by the exercise of 
reasonable diligence and foresight. 





Reet 
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4. Sale of Power and Amount Sold. 


(a) Subject to the other provisions contained herein, the Govern- 
ment shall make available to the Purchaser at the point of delivery 
specified in section 8 hereof, and the Purchaser shall purchase from 
the Government, firm power (as defined in section 1.1 of Exhibit B 
attached hereto) in the amount of the Purchaser’s contract demand, 
and in addition thereto, its requirements up to 81,129 kilowatts of 
interruptible power (as defined in section 15.1 of said Exhibit B) as 
available. The Purchaser’s contract demand (as defined in section 
2.1 of said Exhibit B) shall be 40,563 kilowatts commencing at said 
time of initial delivery and at all times thereafter in the term hereof 
until increased pursuant to subsection (b) of this section and when 
so increased the said ‘40,563 kilowatts’’ shall thereafter read ‘‘60,845 
kilowatts’’, and the figure ‘81,129 kilowatts’’ hereinabove appearing 
shall likewise read ‘‘60,845 kilowatts. ’’ 


(b) The Administrator shall, at the earliest date that power is 
available for such purpose, increase the Purchaser’s contract demand 
to 60,845 kilowatts, and shall give the Purchaser written notice specify- 
ing the effective date of such increase. The Administrator will not enter 
into any contract requiring deliveries of hydro-generated firm power to 
any industrial consumer if the Government would then be obligated to 
deliver to industrial consumers, before the Purchaser’s contract demand 
is increased to 60,845 kilowatts, hydro-generated firm power in an 
amount exceeding the aggregate of: 


(1) the number of kilowatts of firm power equal to the sum 
of the contract demands listed in the Industrial Requirements 
Schedule, attached hereto as Exhibit D, and hereby made a part 
of this contract; 


(2) the number of kilowatts of firm power which is allocated 
by the Administrator for sale in Montana and Idaho to industrial 
consumers in those states; 


(3) the number of kilowatts of firm power, if any, which is 
to be made available by the Government to industrial consumers 
from generating facilities constructed primarily for that pur- 
pose; and 
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(4) the number of kilowatts of firm power which the Gov- 
ernment is obligated to make available to industrial consumers 
under agreements for the storage and exchange of water, under 
agreements for the sale of additional power made available for 
disposition by the Administrator because of water storage and 
other special arrangements or transmission integration, and 
under exchange and transfer agreements. 


5. Delivery of Interruptible Power. Subject to the other provi- 
sions contained herein, if the Administrator determines at any time that 
either the supply of interruptible power is inadequate to enable the 
Government to deliver to the Purchaser the amount of interruptible 
power which is to be made available to it as provided in section 4 hereof, 
or the transmission facilities required to deliver such interruptible 
power are inadequate for that purpose, the Administrator may restrict 
deliveries of, and thereby limit the obligation of the Government under 
said section 4 to deliver, interruptible power to such amount, if any, and 
during such time or times as is then specified by the Administrator ; 
provided, however, that, until the contract demand has been increased 
to 60,815 kilowatts as provided in subsection 4(b) hereof, such amount 
will not be less than 20,282 kilowatts unless and until delivery of all 
other interruptible power by the Administrator has been discontinued, 
except for delivery of interruptible power made pursuant to arrange- 
ments of the type specified in subdivision 4(b)(4) hereof. 

If the Administrator restricts deliveries of firm and interruptible 
power hereunder to a specified amount during any period, the taking of 
deliveries thereof in excess of the amount so specified shall constitute a 
violation of this contract. 


6. Temporary Curtailment of Contract Demand and Payment 
Therefor. The Purchaser may temporarily reduce its contract demand 
for firm power for any period of thirty (30) or more consecutive days by 
giving written notice to the Administrator at least thirty (30) days 
prior to the beginning of such period specifying the number of kilowatts 
of reduction in its contract demand for firm power for such period, 
subject to the following provisions: 
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(a) The Government shall not be obligated to make firm power 
available to the Purchaser during such period in an amount in excess 
of such contract demand for such period as so reduced. 


(b) The amount of such reduction in contract demand for any 
period of curtailment shall not be less than ten percent (10%) of the 
Purchaser’s contract demand provided for in section 4 hereof at the 
time immediately preceding the beginning of such period. 


(c) The reduction for any such period (expressed in contract kilo- 
watt-months) shall not exceed an amount which when added to the 
contract kilowatt-montlis of all previous reductions will be twenty-four 
percent (24%) of the contract kilowatt-months determined at that time 
as provided in subsection (d) of this section. 


(d) The ‘‘contract kilowatt-months’’ on any date in the term hereof 
shall be the sum of the products computed by multiplying each contract 
demand stated in section 4 hereof by the number of months and fractions 
thereof during which such contract demand was, before such date, and 
is to be, after such date, in effect according to the provisions of said 
section 4, and in making such computations neither the amount of such 
contract demand nor the period during which it was, or is to be, in effect 
shall be reduced as the result of any reduction in contract demand made, 
or which could be made, under this section. 


(e) For each month during the periods of reduction in contract 
demands the Purchaser shall pay the Administrator, in addition to the 
payment for power specified in section 7 hereof, the product obtained 
by multiplying: 


(1) the charge on the ‘‘difference in the billing demands’’ 
mentioned in subsection (f) of this section (computed at the rate 
specified in Exhibit A attached hereto) by 


(2) the one of the following factors which is applicable: 


(i) 0.25, during the period when reductions (in contract kilowatt- 
months) total not more than eight percent (8%) of the con- 
tract kilowatt-months (determined as provided in subsection 
(d) of this section) ; or 
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(ii) 0.50, during the period when reductions total more than eight 
percent (8%) but not more than sixteen percent (16%) of 
such contract kilowatt-months ; or 


(iii) 0.75, during the period when reductions total more than six- 
teen percent (16%) but not more than twenty-four percent 
(24%) of such contract kilowatt-months. 


(f) The ‘‘difference in billimg demands’’ mentioned in subsection 
(e) of this section, for such month, shall be the remainder obtained by 
subtracting the billing demand for firm power for such month, deter- 
mined as provided in subsection (b) of section 7 hereof, from a ‘‘billing 
demand”’ for such month determined in accordance with Billing Demand 
factors (1) and (4) of section 4 of said Exhibit A without taking into 
account the Purchaser’s notice of reduction in the contract demand 
specified herein. 


(g) Subject to the provisions of this section, the Purchaser may 
increase its contract demand as reduced under the provisions of this 
section to such amount, not exceedine the amount of the contract 
demand authorized by section 4 hereof, as is specified by the Purchaser: 


(1) on such date in the period from June 1 to September 
30 of any year as‘is specified by the Purchaser, if written request 
for such resumption is received from the Purchaser by the 
Administrator at least ninety (90) days before the beginning 
of such period; 


(2) on such date in the period from October 1 of any year 
to May 31 of the following year as is specified by the Purchaser 
if written request for such resumption is received from the 
Purchaser by the Administrator at least ninety (90) days before 
the beginning of such period. The Administrator may permit 
a requested increase in contract demand to become effective on 
a date which is earlier than that specified above if he determines 
that he will have adequate firm power available for that purpose. 


7. Payment for Power Sold. 


(a) Subject to the other provisions contained herein, the Pur- 
chaser shall pay the Administrator for the firm and interruptible 
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power made available hereunder at the rate specified in Bonneville 
Wholesale Power Rate Schedule A-4 (as amended) and in accordance 
with the terms thereof and the General Rate Schedule Provisions 
(effective December 20, 1954). Such Schedule and Provisions, copies 
of which are attached hereto as Exhibits A and B, respectively, are 
hereby made a part of this contract except to the extent that they are 
modified by the terms and conditions of this contract. No decrease 
shall be made in the existing differential, namely, $3.00 per kilowatt 
year, between the rates, or the same type of rates, as now contained in 
said Schedule A-4 attached hereto as Exhibit A and Bonneville Whole- 
sale Power Rate Schedule C-4, or any new rate schedule substituted 
therefor. 


(b) For each month in the term hereof during which the Pur- 
chaser’s contract demand for firm power has been temporarily reduced 
in accordance with section 5 hereof, the Purchaser’s billing demand 
shall be determined in accordance with the provisions in said Exhibit A 
except that said Billing Demand factor (1) will be the Purchaser’s 
contract demand for such month as so reduced, and before applying 
said Billing Demand factor (4) during the period of curtailment all 
measured demands prior to such curtailment period will be reduced 
by the number of kilowatts by which the Purchaser’s contract demand 
for such month was reduced. 


(c) If deliveries of interruptible power to the Purchaser during 
any period are restricted pursuant to section 5 hereof, the provisions 
relating to ‘‘restricted demand”’ and pro-rating charges contained in 
sections 2.4 and 15.1(C) of Exhibit B attached hereto, shall apply. 


(d) The Purchaser shall pay the Administrator for the electric 
energy delivered hereunder for use in each potline in the Purchaser’s 
plant, during an initial operating period of three (3) months commenc- 
ing at the time of initial delivery for such potline, as provided in sec- 
tion 6.1 of Exhibit B attached hereto. 


8. Provisions Relating to Delivery. Subject to the other provi- 
sions of this contract, electric energy shall be made available hereunder 
in the form of three-phase-current, alternating at a frequency of 
approximately sixty (60) cycles per second. 

Deliveries thereof at the point of delivery shall be made directly 
over the Government’s facilities at the approximate voltage and during 





ALUMINUM INDUSTRY 1017 


the period specified for such point. The amounts of electric energy and 
reactive power so delivered at such point during each month, and of the 
thirty-minute integrated demands for such electric energy, shall 
be the amounts determined, after making such adjustments for losses 
as are indicated, by using factors to be agreed upon by representatives 
designated by the parties hereto, from measurements made by the 
Government’s watt-hour, var-hour, and recording demand meters, 
respectively, installed or to be installed so as to record the flow of 
electric energy and reactive power at the place and in the circuits 
hereinafter specified: 


Tue Bic Eppy Port or DE.ivery: 


Location: the point in the Government’s Big Eddy switching 
station where the 115 kv facilities of the Government and the 
115 kv facilities to be constructed by the Government in 
accordance with the terms of said trust agreement (Contract 
No. 14-03-001-11964), are to be connected; 


Voltage: 115 kv; 


Period of Service: commencing at the time when the facilities, 
which are required to enable the Purchaser to take deliveries 
of electric energy hereunder, are constructed and connected 
and ready for regular operation, and continuing for the 
remainder of the term hereof; 


Metering: in the Government’s The Dalles Aluminum substation, 
in the 13.8 kv circuits extending from said substation to the 
Purchaser’s plant; 


Adjustment: for losses between the point of delivery to the point 
of metering. 


9. General Provisions. The General Contract Provisions (GCP 
Form IND-9), attached hereto as Exhibit C, are hereby made a part of 
this contract, except that Section 19 thereof, entitled ‘‘ Balancing Phase 
Demands’’, is hereby amended to read as follows: 


‘‘The Administrator may, at any time during the term of this 
contract, require the Purchaser to make such changes of its sys- 
tem as are necessary so that the Purchaser’s thirty-minute 
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integrated demands on one phase of any circuit for any half- 
hour shall not exceed the integrated demand on any other phase 
of such cireuit for the same half-hour by more than ten percent 


(10%).? 


10. Uncontrollable Forces. ‘*Unecontrollable forces’’ mentioned 
in section 13.2 of Exhibit B attached hereto shall be deemed to include 
(in addition to the events mentioned in section 13.1 of said Exhibit B) 
such of the events hereinafter specified as the Purchaser by the 
exercise of reasonable diligence and foresight, could not reasonably 
be expected to avoid: 


(a) Orders and temporary or permanent injunctions which pre 
vent operation, in whole or in part, of the Purchaser’s plant, and which 
are issued in bona fide proceeding by: 


(1) any duly constituted court of general jurisdiction; 


(2) any administrative agency or officer provided by law if 
(A) the Purchaser has no right to a review of the validity of 
such order by a court of competent jurisdiction, or (B) such 
order is operative and effective unless suspended, set aside, or 
annulled by a court of competent jurisdiction and such court 
is not authorized or declines to suspend such order, or there- 
after to set aside or annul such order in a proceeding prosecuted 
by the Purchaser in good faith; provided, however, that the 
Purchaser shall not be required to prosecute such a proceeding, 
in order to have the benefits of this section, if the parties agree 
that there is no valid basis for contesting the order; and 


(b) Floods which. limit or prevent the operation of, or which con- 
stitute an imminent threat of damage to, the Purchaser’s plant. 

The word ‘‘failure’’ as used in clause (b) of section 13.1 of Exhibit 
B attached hereto, as applied to any works, system, or other physical 
facilities, shall be deemed to include an interruption of or interference 
with the actual operation thereof. 


11. Assignment. 


(a) The Administrator hereby consents to the assignment of this 
contract by the Purchaser subject to the following provisions: 
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(1) no such assignment shall be effective until the Pur- 
chaser’s plant is constructed and ready for regular operation 
and has been acquired by said assignee; 


(2) no such assignment, other than to a wholly-owned sub- 
sidiary of the Purchaser, shall be effective unless it is made pur- 
suant to the terms of a loan agreement under which the Pur- 
chaser shall have obtained financing for the construction of the 
Purchaser’s plant, and provided such terms are for the purpose 
of furnishing security for such financing; 


(3) said assignment shall be made by the Purchaser and 
shall be accepted by said assignee, subject to the express condi- 
tion that said assignee shall be thereafter bound by the terms 
of this contract as fully as if the assignee alone had executed 
this contract in the place of the Purchaser; and 


(4) the Purchaser shall at all times remain bound by the 
terms of this contract as fully as if said assignment had not been 
made. 


(b) The Purchaser will submit to the Administrator a duplicate 
original of any assignment so made by it, together with a duplicate 
original of the acceptanée thereof by said assignee, showing compliance 
with the provisions of this section. 


In Witness Wuereor, the parties hereto have executed this con- 
tract in several counterparts. 


Untrep States or AMERICA 
Department of the Interior 


(Sear) 
By (signed) Wm. A. Pear. 
Bonneville Power Administrator 
Harvey Macuriye Co., Inc. 
(SEAL) 
By (signed) Leo M. Harvey 
President 
Attest: 


(signed) Kerra Lrypen 


Ass’t Secretary 
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EXHIBIT A 


BONNEVILLE POWER ADMINISTRATION 
UNITED STATES DEPARTMENT OF THE INTERIOR 
AT-SITE FIRM POWER 
WHOLESALE POWER RATE SCHEDULE A-4 
(Effective March 1, 1946) 

(Amended December 20, 1954) 


Section 1. Availability: 


This schedule is available to purchasers of firm power delivered 
by the Administrator under appropriate contracts at the power plants, 
or at a point or points adjacent thereto to be designated by the Adminis- 
trator. 

The amount of power sold from any power plant under this rate 
schedule shall not exceed the at-site firm power determined by the 
Administrator to be available. 

Power sold under this schedule for direct consumption shall be 
consumed within fifteen miles of the power plant, and power sold 
under this schedule for resale shall remain available only to a purchaser 
the principal part of whose load is consumed within fifteen miles of the 
power plant. 


Section 2. Rate: 


Power sold under this schedule shall be at the rate of fourteen and 
one-half dollars ($14.50) net per year per kilowatt of billing demand, 
and shall be billed each month at one-twelfth (1/12) of the yearly rate. 


Section 3. Minimum Charge: 


The net minimum monthly charge for service under this schedule 
shall be one-twelfth (1/12) of fourteen and one-half dollars ($14.50) 
per kilowatt of contract demand. 


Section 4. Billing Demand: 
The billing demand shall be the highest of the following demands: 
(1) The contract demand, 
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(2) The measured demand for the month, adjusted for power 
factor, 


(3) The computed demand for the month, if part of the load is 
supplied from other sources (see Section 2.3 of the General 
Rate Schedule Provisions), 


(4) The highest measured or computed demand during the pre- 
ceding eleven months, before adjustment for power factor. 


Section 5. Power Factor Adjustment: 


The adjustment for power factor specified in Section 4 shall be 
made by increasing the measured demand for each month by 1% for 
each 1% or major fraction thereof by which the average power factor 
at which electric energy is supplied during such month is less than 
.85 lagging. This adjustment may be waived in whole or in part to the 
extent that the Administrator determines that a power factor of less 
than .85 lagging would in any particular case be advantageous to the 
Government. Unless specifically otherwise agreed, the Administrator 
shall not be obligated to deliver power to the purchaser at any time at 
a power factor below .75 lagging. 


Section 6. Rate Adjustment: 


This rate schedule shall be subject to such adjustment as the 
Federal Power Commission may approve upon proposal by the 
Administrator to become effective on December 20 of the year 1956, or 
1957, or 1958, provided that the Administrator shall make timely pro- 
posal for the adjustment, if adjustment becomes necessary, in order 
to bring the rate schedule into conformity with the rate standards of 
the Bonneville Project Act. 


Section 7. General Provisions: 


Sales of power under this schedule shall be subject to the provisions 
of the Bonneville Project Act and the applicable General Rate Schedule 
Provisions. 

This schedule supersedes Wholesale Power Rate Schedule A-4 
effective March 1, 1946. 


Wa. A. Pearu 
Bonneville Power Administrator 
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EXHIBIT B 


BONNEVILLE POWER ADMINISTRATION 
UNITED STATES DEPARTMENT OF THE INTERIOR 
GENERAL RATE SCHEDULE PROVISIONS 
(Effective December 20, 1954) 


1.1 Firm Power: Firm power is power which the Administrator 
assures as being continuously available to a customer to meet his load 
requirements except when operation of the facilities used by the Gov- 
ernment to serve the purchaser is suspended, interrupted, interfered 
with, or curtailed due to uncontrollable forces as defined herein, or 
because of necessary maintenance. 


2.1 Contract Demand: The contract demand shall be the number 
of kilowatts that the Administrator agrees to have available for 
delivery to the purchaser under the conditions stated in the rate sched- 
ule. Any delivery of power in excess of contract demand shall in no 
event obligate the Administrator to continue to deliver power in excess 
of the contract demand. 


hereinafter provided, the measured demand for any class of power, 
for any point of delivery, and for any period, shall be the largest of 
the 30-minute integrated demands at which such class of power is 
delivered to the purchaser at such point during such period. The 
Administrator, in determining the measured demand, will exclude any 
abnormal 30-minute integrated demands due to or resulting from emer- 
gencies, breakdowns, or maintenance of the Government’s facilities. 
The class of power referred to above may include but is not restricted 
to firm, dump, experimental, testing, emergency, breakdown, and inter- 
ruptible power. 

If the contractual arrangements provide for the delivery of more 
than one class of power to the purchaser at any point of delivery, the 
total 30-minute integrated demands at such point will be determined 
from measurements as specified in the contract, or estimated where 
metering or other data are not available for such determination. The 


2.2 Measured Demand: Except where deliveries are scheduled as 
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portion of each of such demands assignable to each class of power 
will be determined according to the terms of the contract. 

If the flow of electric energy to the purchaser at any point or 
points of delivery cannot be adequately controlled because the pur- 
chaser’s system is interconnected with one or more systems which are 
also interconnected directly or indirectly with the Government’s sys- 
tem, the purchaser’s measured demand for each class of power, for 
such point or points, and for any period, shall be the largest of the 
hourly amounts of such class of power which are scheduled for delivery 
to the purchaser at such point or points during such period. 


2.3 Computed Demand: 


A. The determination of computed demand for purchasers whose 
hydro generating facilities depend essentially upon daily usable stream- 
flow, or for purchasers having only fuel-burning generating facilities, 
is made as follows: 


(1) Determine for the billing month the capability of the 
purchaser’s hydro generating facilities, both in terms of 30-minute 
peaking and of energy, under the water conditions which would 
have occurred during the same month in the critical year of record 
including modifications due to upstream storage operations. The 
determination will be made on the basis of the average daily 
usable streamflow in the critical year calculated separately for 
the first ten days, the second ten days, and the remainder of the 
month, respectively. 


(2) Determine the capability, both in terms of 30-minute 
peaking and of energy, of the purchaser’s fuel-burning generating 
facilities based on the most adverse fuel conditions reasonably 
to be anticipated and for which prudent operation would require 
provision to be made. 

Limitation of fuel supply due to war or other extraordinary 
emergency will receive special treatment as required to conform 
to the basic purposes of the computed demand as stated above. 

(8) Determine the firm peaking and energy’capability avail- 


able to the purchaser from other sources through purchase, lease, 
and exchange agreements. 
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(4) Determine the purchaser’s assured capability for either 
peaking or energy by adding the capabilities determined in A(1), 
(2), and (3) above and deducting appropriate reserves. 


(5) The computed demand for the month will be the greater 
of: 
(a) The largest amount for any half hour by which the 
purchaser’s actual system demand exceeds the purchaser’s 
assured capability, or 


(b) The largest amount during the month by which the pur- 
chaser’s actual system average energy load for each ten-day 
period exceeds the purchaser’s assured average energy capabil- 
ity for the corresponding ten-day period. 


B. The determination of computed demand for purchasers having 
seasonal storage facilities (subsequently defined) is made as follows: 


(1) Determine the 30-minute peaking and monthly energy 
capabilities of all nonstorage resources described in A(1), (2), and 
(3) above. 


(2) Determine the monthly capabilities, both in terms of 
30-minute peaking and of energy, of hydro generation facilities 
having seasonal storage, by relating total system resources to esti- 
mated monthly loads for the current operating year with storage 
utilized to provide the minimum peaking or energy requirement 
after deduction of adequate reserve generating capacity. 

This determination will be made prior to the beginning of each 
operating year. 


(3) The purchaser’s assured monthly capability for either 
peaking or energy will be the total system resources less reserves, 
as determined in B(1) and (2) above. 


(4) The computed demand for the month will be the greater of : 


(a) The largest amount for any half hour by which the pur- 
chaser’s actual system demand exceeds the purchaser’s assured 
capability, or 
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(b) The purchaser’s actual system average energy load for 
the month less the purchaser’s assured average energy capability 
for the corresponding month. 


Seasonal Storage shall mean storage held over from the annual 
high-water season to the following low-water season in an amount 
sufficient to regulate the hydro energy resources of the system to 
the system loan requirements in a manner which would result in a 


uniform computed energy demand for a period of one month or 
more. 


The use of computed demand as one of the alternatives in deter- 
mining billing demand is intended to assure that each purchaser who 
purchases power from the Administrator to supplement his own facil- 
ities or other firm-power purchases will take a block of power substan- 
tially equivalent to the additional capacity which the purchaser would 
otherwise have to provide on the basis of normal and prudent opera- 
tion, viz. sufficient capacity to carry the load through the most critical 
water or other conditions reasonably to be anticipated, with an ade- 
quate operating reserve. 

Since the computed demand depends on the relationship of capabil- 
ity of resources to system requirements, the computed demand for any 
month cannot be determined until after the end of the month. As each 
purchaser must estimate his own load, and is in the best position to 
follow its development from day to day, it will be his responsibility to 
request scheduling of firm power, including any increase over previ- 
ously established demands, on the basis estimated by him to result in 
the most advantageous purchase of the power to be billed at the end 
of the month. 

Each contract in which computed demand may be a factor in deter- 
mining the billing demand shall have attached to it as an exhibit a 
calculation of the computed demand of the purchaser for the period 
having the highest computed demand during the twelve months immedi- 
ately preceding the effective date of the contract. 


2.4 Restricted Demand: If at any time the Administrator notifies 
the purchaser that future delivery of power will be restricted, or 
restricts power delivery to a specific amount which he determines can 
be made available (not including temporary restrictions made neces- 
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sary by emergency conditions) then, in determining subsequent bills 
such restricted demand shal! be substituted for any higher ratcheted 
demand or current computed demand which would otherwise be appli- 
cable. This provision shall not be deemed to give the Administrator 
the right to restrict deliveries below contract demand. 


3.1 Administrator: The term Administrator means the Bonne- 
ville Power Administrator or such other department, agency, or official 
authorized by law to perform functions now performed by the Admin- 
istrator, or any of their authorized agents. 


4.1 Character of Service: Power and energy supplied hereunder 
shall be 3-phase alternating current at approximately 60 cycles per 
second, or such other type of service as may be available. 


D.1 Point of Delivery and Delivery Voltage: Power and energy 
shall be delivered to each purchaser at such point or points and such 
voltage or voltages as are agreed upon by the Administrator and the 
purchaser. Delivery at more than one voltage shall constitute delivery 
at more than one point. 

Unless otherwise specifically provided in the rate schedule, where 
service is rendered to a purchaser at more than one point of delivery, 
the service at each point of delivery shall be billed separately under the 
applicable rate schedule. Provision for combined billing may be made 
in other cases, under conditions and terms specifically provided in the 
power sales contract, when: (a) delivery at more than one point is 
advantageous to the Government, or (b) the flow of power at the several 
points of delivery is reasonably beyond the control of the purchaser. 


6.1 Application of Rates During Initial Operating Period. In 
order to promote the development of new industries, the Administrator, 
for an initial operating period beginning with the commencement of 
operation of a new plant or major addition to an existing plant, and 
extending for such period as may be reasonably required by the char- 
acter of the operation but not to exceed three months, may agree (a) to 
bill for service to such new plant or major addition on the basis of the 
maximum demand for each day, or (b) if such new plant or major addi- 
tion is served by a distributor purchasing power therefor from the 
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Administrator, to bill for that portion of such distributor’s load which 
results from service to such new plant or major addition on the basis 
of the maximum demand for each day. The initial operating period may, 
with approval of the Federal Power Commission, be extended beyond 
the initial three months’ period for such additional time as the char- 
acter of operations may reasonably require. During such initial 
operating period such rate schedule provisions regarding contract 
demand, billing demand, and minimum monthly charge as are incon- 
sistent with this section will be inoperative. 


7.1 Energy Used for Experimental and Testing Purposes: In 
order to promote experimentation in new processing methods and in 
development of new types of load within the market area, the Admin- 
istrator, for such time as may be reasonably required by the character 
of the experimentation, but not to exceed six months from the date of 
initial service unless approval of the Federal Power Commission is first 
obtained, may sell the energy used solely for such experimentation in 
accordance with Wholesale Energy Rate Schedule H-3. Energy used 
solely for testing of new equipment or processes also may be sold by the 
Administrator under the same conditions as apply to experimental 
energy. 


8.1 Energy Supplied for Emergency and Breakdown Use: A pur- 
chaser taking firm power shall pay in accordance with Wholesale 
Energy Rate Schedule H-3 for any energy which has been supplied 
(a) for an emergency or breakdown use on the purchaser’s system, 
or (b) following such emergency or breakdown to replace energy 
secured from sources other than the Government during such emer- 
gency or breakdown. 


9.1 Billing Month: Meters will normally be read and bills com- 
puted at intervals of one month. A month is defined as an interval of 
approximately 30 days between normal meter-reading dates. If service 
is for less or more than the normal billing month, the monthly charges 
stated in the applicable rate schedule will be appropriately adjusted. 


9.2 Payment of Bills: Bills for power shall be rendered monthly 
and shall be payable at the office of the Administrator. Failure to 
receive a bill shall not release the purchaser from liability for payment. 
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If payment in full is not made on or before the close of business of the 
thirtieth day after the date of the bill, a delayed payment charge of two 
percent (2%) of the unpaid amount of the bill will be made except in 
the case of bills rendered under contracts with other agencies of the 
United States. 

The Administrator may, whenever a power bill or a portion thereof 
remains unpaid subsequent to the thirtieth day after the date of the bill, 
and after giving thirty days’ advance notice in writing, cancel the con- 
tract for service to the purchaser, but such cancellation shall not affect 
the purchaser’s liability for any charges accrued prior thereto. 

Remittances received by mail will be accepted without assessment 
of the two percent (2%) delayed payment charge provided the post- 
mark indicates the payment was mailed on or before the thirtieth day 
after the date of the bill. If the thirtieth day after the date of the bill 
is a Sunday or a holiday, the next following business day shall be the 
last day on which payment may be made without the addition of the 
delayed payment charge. 


10.1 Change From One Rate Schedule to Another: Upon written 
request to the Administrator, any purchaser who has contracted for 
service under any rate schedule may change, at his option, to any other 
applicable rate schedule under an appropriate amendment to the con- 
tract, effective during the remainder of the original contract term. 
Only one such change will be permitted during the term of the original 
contract, other than changes resulting from the purchaser’s option to 
substitute any applicable new rate schedule which may be filed by the 
Administrator. The change in rate will be made effective at the 
beginning of the first billing period following receipt of such request 
or at such later date as the request may stipulate. The billing factors 
established under the superseded rate schedule shall be applied if 
applicable, in computing bills under the newly elected rate schedule 
in the same manner as if they had been established under the newly 
elected rate schedule. 


11.1 Approval of Rates: Schedules of rates and charges for 
electric energy sold to purchasers by the Administrator shall become 
effective only after confirmation and approval by the Federal Power 
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Commission. Such rate schedules may be modified from time to time 
by the Administrator subject to confirmation and approval by the 
Federal Power Commission. 


12.1 Average Power Factor: The formula for determining aver- 
age power factor is as follows: 


Kilowatt-hours 
Average Power Factor = 





V (Kilowatt-hours)? + (Reactive Kilovolt- 
ampere-hours)? 


In applying the above formula, the meter for measurement of reactive 
kilovolt-ampere-hours will be ratcheted to prevent reverse registration. 

When deliveries to a purchaser at any point of delivery include 
more than one class of power and it is impracticable to separately meter 
the kilowatt-hours and reactive kilovolt-ampere-hours for each class, 
the average power factor of the total deliveries for the month will be 


used, where applicable, as to power factor for each of the separate 
classes. 


13.1 Uncontrollable Forces: The term Uncontrollable Forces 
means (a) strikes affecting the operation of the purchaser’s works or 
system or other physical facilities upon which such operation is com- 
pletely dependent, or of physical facilities used by the Government to 
serve the purchaser, or (b) events, reasonably beyond the control of the 
party having jurisdiction thereof, causing failure, damage, or destruc- 
tion of such works, system, or facilities which by the exercise of reason- 
able diligence such party could not reasonably have been expected to 
avoid. Each party shall notify the other immediately of any defect, 
trouble, or accident which may in any way affect the delivery of power 
by the Government to the purchaser. In the event the operations of 
either party are suspended, interrupted, interfered with, or curtailed 
due to uncontrollable forces, such party shall exercise due diligence to 
reinstate such operations with all reasonable dispatch. 


13.2 Reduction in Charges on Account of Interruptions: If oper- 
ation of the customer’s works or system or other physical facilities 
upon which such operation is completely dependent, or if operation of 
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physical facilities used by the Government to serve the purchaser is 
suspended, interiupted, interfered with, or curtailed due to uncon- 
trollable forees, as defined herein, or because of necessary maintenance 
on the Government’s system, the charges for power shall be appropri- 
ately reduced. No interruption of less than five (5) minutes duration 
will be considered for computation of such reduction in charges. 


14.1 Determination of Estimated Billing Data: In cases where 
amounts of power and energy purchased by a distributor must be esti- 
mated from information on use of power by ultimate consumers of that 
distributor, the Administrator shall review the data on consumer use 
of power submitted by the purchaser, and if any changes are deemed 
necessary, will advise the purchaser of the changes proposed. In the 
event that agreement cannot be reached as to the estimate, a binding 
determination shall be made by a committee composed of one member 
appointed by the Administrator, one member appointed by the pur- 
chaser, and if necessary one member who shall have no direct interest 
to be selected by the two members so appointed. 


15.1 Sale of Interruptible Power: Interruptible power is power 
which the Administrator agrees to deliver except when curtailed by 
him upon reasonable notice. The wholesale power rate schedules 
applicable to the sales of firm power by the Administrator shall also 
apply to sales of interruptible power, subject to the following pro- 
visions : 


A. The billing demand shall be the measured demand for 
the month, adjusted for power factor. 


B. The minimum monthly charge for firm power included in 
such schedules shall not apply. 


C. If the’ Administrator curtails or agrees at the request of 
the purchaser to curtail deliveries of interruptible power during 
any month: 


(1) The rates per kilowatt and the energy blocks, if any, 
stated in the schedules shall be prorated according to the ratio 
of the time in each portion of the month during which the same 
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restrictions were continuously in effect to the total time in the 
month, and 


(2) The billing demand for interruptible power for such 
portion of the month shall be the measured demand during 
such portion of the month adjusted, pursuant to the applicable 
rate schedule, for the average power factor for the entire month. 


D. Any contract which provides that the purchaser shall 
purchase a specified amount of interruptible power until firm 
power is substituted therefor when it becomes available for that 
purpose as provided in such contract, shall include a minimum 
billing demand for such interruptible power which shall apply 
except when deliveries thereof are curtailed by the Administrator 
below the specified amount to be purchased. 


70669 O—56—pt. 2——-37 
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EXHIBIT C 


GCP Form IND-9 (Draft 7-1-53) 
(7-3-53) 


GENERAL CONTRACT PROVISIONS 


RELATING TO MEANING 


1. Interpretation. 


(a) The provisions in the document to which these General Con- 
tract Provisions are attached as an exhibit shall be deemed to be a 
part of this exhibit for the purpose of determining the meaning of any 
provision contained in this exhibit. If a provision in such document 
is in conflict with a provision contained in this exhibit, the former 
shall prevail. 


(b) Nothing contained in this contract shall, in any manner, be 
construed to abridge, limit, or deprive any party thereto of any means 
of enforcing any remedy, either at law or in equity, for the breach of 
any of the provisions thereof which it would otherwise have. 


2. Definitions. As used in this contract: 


(a) the words ‘‘month’’ and ‘‘billing month’’ shall mean the 
period commencing at the time when the meters mentioned in this 
contract are read by the Administrator and ending approximately 
thirty (30) days thereafter when a subsequent reading of such meters 
is made by the Administrator; 


(b) the words ‘‘thirty-minute integrated demand”’ shall mean the 
number of kilowatts which is equal to the product obtained by mul- 
tiplying by two the number of kilowatt-hours delivered at any point 
during any clock half-hour. 


(c) the word ‘‘transferor’’ shall mean a person who makes electric 
energy available to (1) the Purchaser, or to another person for trans- 
mission to the Purchaser, for the account of the Government, or (2) 
to the Government for transmission to the Purchaser. 


(d) the Government’s ‘‘system’’ or ‘‘facilities’’ shall include 
facilities owned by the Government and those which the Government 
may use under lease, easement, or license. 
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RELATING TO COMPUTATION OF CHARGES 


3. Commencement of Payments. The obligation of the Purchaser 
to make the payments provided for in the applicable rate schedule 
with respect to each point of delivery under this contract shall com- 


mence at the time of initial delivery at such point stated in this 
contract. 


4. Prior Demands. If the Government has delivered, by transfer 
or otherwise, electric energy to the Purchaser, at any point of delivery 
specified in this contract prior to the time this contract takes effect, 
the Purchaser’s measured demands, and computed demands, if any, 
at such point, prior to such time shall be considered for the purpose 
of determining the amount due from the Purchaser for the electric 
energy delivered under this contract, during any month in the term 
thereof, in the same manner as if this contract had been in effect. 


5. Reports. The Purchaser will furnish the Government such 
information as is necessary for making any computation required for 
purposes of this contract, and the parties will cooperate in exchanging 
such additional information as may be reasonably useful for their 
respective operations. 


6. Measurements. Except as it is otherwise provided in section 
7 of this exhibit, each measurement of each meter mentioned in this 
contract shall be the measurement automatically recorded in writing 
by such meter, but if none, shall be the measurement of such meter as 
reported by the Administrator. 


7. Adjustment for Inaccurate Metering. If any meter mentioned 
in this contract fails to register, or if the measurement made by such 
meter during a test made as provided in this exhibit varies by more 
than two per cent (2%) from the measurement made by the standard 
meter used in such test, adjustment shall be made correcting all 
measurements made by such inaccurate meter for (1) the actual period 
during which such inaccurate measurements were made if such period 
can be determined, or (2) if not, the period immediately preceding 
the test of such meter which is equal to one-half the time from the 
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date of the last preceding test of such meter; provided, however, that 
the period during which such correction is to be made shall not exceed 
six (6) months. Such corrected measurements shall be used to recom- 
pute the amounts due from the Purchaser for the electric energy made 
available under this contract during such period. If the total amount 
due from the Purchaser for such period as recomputed varies from 
the total amount due as theretofore computed, the amount of the 
variance shall be paid to the party entitled thereto within thirty (30) 
days after the recomputation is made. 


8. Effect of Reduction of Contract Demand. If the Purchaser’s 
contract demand is specified in this contract in kilowatts and is reduced 
after this contract is executed, the prior measured or computed 
demands, if any, of the Purchaser shall, for the purpose of computing 
charges for electric energy delivered thereafter, be reduced by the 
amount of such reduction. 


9. Reducing Charges for Interruptions. If delivery of electric 
energy under this contract is interrupted or reduced at any point of 
delivery pursuant to section 14 of this exhibit, the amount, which 
would otherwise be due from the Purchaser for the electric energy 
made available at such point during the month in which such interrup- 
tion or reduction occurs, shall be appropriately reduced. 


10. Adjustment for Unbalanced Phase Demands. If the Pur- 
chaser fails to make promptly the changes mentioned in section 19 
of this exhibit, the Government may determine the registered demand 
of the Purchaser, at the point of delivery in question during each month 
thereafter until such changes are made, to be equal to the product 
obtained by multiplying by three (3) the largest of the thirty-minute 
integrated demands of the Purchaser on any phase at such point during 
such month. This section shall not apply with respect to any point 
of delivery where the current required to be supplied at such point 
is other than three-phase current. 


11. Assignment of Total Integrated Demand to Classes of Power. 
If this contract provides for supplying dump or emergency energy to 
the Purchaser, the integrated demand for dump and emergency energy 
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for any thirty-minute period during which deliveries of electric energy 
by the Government to the Purchaser are not limited by the Adminis- 
trator to a smaller amount, shall be the number of kilowatts, if any, by 
which the integrated demand for the half-hour exceeds the largest of 
such of the following as are billing demand factors under the firm 
power rate schedule specified in this contract: (a) the contract demand 
for the month; (b) the computed demand for the month; (c) the highest 
measured or computed demand during the preceding eleven months. 
The remainder of such total integrated demand shall be the integrated 


demand for firm power and interruptible power, if any, for such half- 
hour, 


RELATING TO RATES 


12. New Rates. If the Administrator at any time during the term 
of this contract files with the Federal Power Commission a new rate 
schedule which by its terms is available for the class and quality of 
service covered by this contract, he will, within thirty (30) days after 
confirmation and approval of such rate schedule by the Federal Power 
Commission, give written notice thereof to the Purchaser together with 
a copy of such rate schedule. At any time after such filing the Pur- 
chaser may, in writing, request the Administrator to substitute such 
rate schedule for the rate schedule in effect under this contract. Such 
substitution shall be effective at the beginning of the first billing month 
following such approval, if such request is received prior to such 
approval, but if not, such substitution shall be effective at the beginning 


of the first billing month following that in which such request is 
received. 


13. Equitable Adjustment of Rates. 


(a) As used in this section, the words ‘‘rate adjustment date’’ 
shall mean each of the following dates: December 20, 1954, and each 
and every quinquennial anniversary thereof. 


(b) Except as it is otherwise provided in section 12 of this exhibit 
the Purchaser shall pay the Administrator for the electric energy made 
available under this contract during the five-year period commencing 
on each rate adjustment date in the term hereof, at the rate specified 
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in any rate schedule available at the beginning of such period under 
new contracts for service of the class, quality, and type provided for in 
this contract, and in accordance with the terms thereof and the General 
Rate Schedule Provisions incorporated or referred to in such rate 
schedule, subject to the following provisions: 


(1) if more than one rate schedule for such service is avail- 
able at the beginning of such period, the Purchaser shall deter- 
mine which of the several rate schedules shall apply under this 
contract during such period, and 


(2) if a rate in excess of the rate in effect at the time this 


contract is executed becomes effective under this contract, the 
Purchaser may, by giving written notice to the Administrator 
at any time within sixty (60) days from the time such increased 
rate becomes effective, terminate this contract at such time 
after said notice is given as is specified in such notice. 


RELATING TO DELIVERY OF POWER 


14. Continuity of Service. The Government may temporarily 
interrupt or reduce deliveries of electric energy to the Purchaser if the 
Administrator determines that such interruption or reduction is neces- 
sary or desirable in case of system emergencies, or in order to install 


equipment in, make repairs, replacements, investigations, and inspec- 
tions of, or perform other maintenance work on, the Government’s 
electric system. Except in case of emergency, and in order that the 
Purchaser’s operations will not be unreasonably interfered with, the 
Administrator will give the Purchaser notice of any such interruption 
or reduction, the reason therefor, and the probable duration thereof. 


15. Conservation of Natural Resources. The Government will not 
be obligated to deliver power pursuant to this contract whenever, in the 
judgment of the Administrator, the Purchaser’s plants or operations 
would harm or detract from the scenic beauties of the Columbia River 
Gorge, or the waste products from such plants or operations would 
harm or destroy the fish or other aquatic life or otherwise pollute the 
waters of drainage basins of the Pacific Northwest. 
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16. Delivery by Transfer. If it is provided in this contract that 
delivery to the Purchaser at any point of delivery will be made by 
transfer over the facilities of a transferor or transferors, the Govern- 
ment shall be obligated to make available to the Purchaser at such 
point only such amounts of electric energy as are made available to 
the Purchaser by such transferor or transferors at such point, and the 
obligation of the Government to make electric energy available to the 
Purchaser at such point shall be in all respects subject to all provisions 
contained in the agreement or agreements executed, or to be executed, 
if not already in effect, by the Administrator and such transferor or 
transferors requiring such transfer. 


RELATING TO USE OF POWER 


17. Changes in Demands or Characteristics. The Purchaser will, 
whenever possible, give reasonable notice to the Administrator of any 
unusual increase or decrease of its demands for electric energy on the 
Government’s system, or of any unusual change in the load factor or 
power factor at which the Purchaser will take delivery of electric 
energy under this contract. The Purchaser shall be liable for any 
damage to the Government’s system which results from any such 


increase, decrease, or change made without the Administrator’s 
consent. 


18. Electric Disturbances. The Purchaser will not use the energy 
delivered under this contract in such manner as to cause electric dis- 
turbances which may be reasonably expected to (a) cause damage to 
the Government’s system or to systems connected with the Govern- 
ment’s system, or (b) prevent the Administrator from serving other 
purchasers satisfactorily. 


19. Balancing Phase Demands. The Administrator may, at any 
time during the term of this contract, require the Purchaser to make 
such changes of its system as are necessary so that the Purchaser’s 
thirty-minute integrated demands on one phase at any point of delivery 
for any half-hour shall not exceed the integrated demand on any other 
phase at such point for the same half-hour by more than ten per cent 
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(10%). This section shall not apply with respect to any point of 
delivery where the current required to be supplied at such point is 
other than three-phase current. 


20. Use and Resale of Power. All electric energy delivered under 
this contract will be used by the Purchaser in its own operations at or 
in the immediate vicinity of the point of delivery, and the Purchaser 
will not resell such electric energy, or any part thereof, to any private 
utility or agency engaged in the sale of electric energy to the general 
public. If the Purchaser resells such electric energy, or any part 
thereof, to any such private utility or agency, the Administrator may 
and will immediately cancel this contract. 


RELATING TO FACILITIES 


21. Installation of and Measurements by Government’s Meters. 
The Administrator may at any time install a meter or metering equip- 
ment of the Government to make the measurements required for any 
computation or determination mentioned in this contract, and if so 
installed such measurements shall be used thereafter in such computa- 
tion or determination. 


22. Tests of Metering Equipment. Each party to this contract 
will, at its expense, test its metering equipment mentioned in this con- 
tract at least once every two years, and, if requested to do so by the 
other party, will make additional tests or inspections of such metering 
equipment, the expense of which will be paid by such other party unless 
such additional tests or inspections show such metering equipment to 
be inaccurate as specified in section 7 of this exhibit. Each party will 
give reasonable notice of the time when any such test or inspection is 
to be made to the other party who may have representatives present 
at such test or inspection. 


23. Permits. 


(a) If any equipment or facilities of a party to this contract is, 
or is to be by the terms of this contract, located on the property of 
the other, a permit to install, test, maintain, inspect, replace, and repair 
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during the term of this contract, and to remove at the expiration of 
said term, such equipment and facilities, together with the right of 
ingress to and egress from the location thereof at all reasonable times 
in such term is hereby granted by the other party. 


(b) Each party shall have the right to read, at all reasonable 
times, any and all meters mentioned in this contract which are installed 
on the property of the other. 


24. Ownership of Facilities. 





(a) Ownership of any and all equipment, and of all salvageable 
facilities, installed by a party to this contract on the property of the 
other, shall be and remain in such party. 


(b) Each party shall identify all movable equipment and, to the 
extent agreed upon by the operators of the parties, all other salvageable 
facilities which are installed by such party on the property of the 
other, by permanently affixing thereto suitable tags, stencils, stamps, 
or other markers plainly stating the name of the owner of property 
so identified. 


25. Purchaser’s Facilities. The Purchaser will, at its expense, 
install such equipment as is necessary to limit the electric disturbances 
described in section 18 of this exhibit. All electric facilities installed 
by the Purchaser and connected with the Government’s system shall 
conform to accepted modern practice and applicable state regulations, 
or, in the absence of applicable state regulations, to the specifications, 
rules, and regulations contained in the latest editions of, and supple- 
ments to, the National Electric Safety Code of the United States 
Bureau of Standards. 





26. Inspection of Purchaser’s Facilities. The Government may, 
but shall not be obligated to, inspect the Purchaser’s electric installation 
at any time, but such inspection, or failure to inspect, shall not render 
the Government, its officers, agents, or employees, liable or responsible 
for any injury, loss, damage, or accident resulting from defects in n such 
electric installation, or for violation of this contract. 
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27. Facilities for Maintenance of Voltage. The Government will 
design and construct its facilities to maintain under normal conditions 
and in accordance with generally accepted operating practices, the 
voltage at each point of delivery from the Government’s system within 
a range of five per cent (5%) above or below the operating voltage 
agreed upon by the operators of the parties to this contract consistent 
with the provisions of this contract; provided, however, that this section 
shall not apply where such electric energy is required to be delivered 
at a voltage in excess of 15 kv. 


REQUIRED BY STATUTE IN CONTRACTS FOR CONSTRUCTION 


28. Eight-Hour Law and Overtime Compensation. 


(a) If it is provided herein that the Purchaser will construct or 
install any facilities, no laborer or mechanic doing any part of the work 
contemplated by this contract in the employ of the Purchaser or any 
subcontractor contracting for any part of said work contemplated, shall 
be required or permitted to work more than eight hours in any one 
calendar day upon such work, except upon the condition that compensa- 
tion is paid to such laborer or mechanic in accordance with the provi- 
sions of this section. 


(b) The wages of every such laborer and mechanic so employed 
by the Purchaser, or any subcontractor engaged in the performance of 
such work, shall be computed on a basic day rate of eight hours per 
day and work in excess of eight hours per day is permitted only upon 
the condition that every such laborer and mechanic shall be compen- 
sated for all hours worked in excess of eight hours per day at not less 
than one and one-half times the basic rate of pay. For each violation 
of the requirement of this section a penalty of five dollars ($5) shall 
be imposed upon the Purchaser for each laborer or mechanic for every 
calendar day in which such employee is required or permitted to labor 
more than eight hours upon said work without receiving compensation 
computed in accordance with this section, and all penalties thus imposed 
shall be paid upon demand to the Government for its use and benefit; 
provided, however, that this stipulation shall be subject in all respects 
to the exceptions and provisions of U. S. Code, title 40, sections 321, 
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324, 325, 325a, and 326, relating to hours of labor and compensation 
for overtime. 


29. Convict Labor. The Purchaser shall not employ any person 
undergoing sentence of imprisonment at hard labor. 


MISCELLANEOUS PROVISIONS 


30. Arbitration. If the parties to this contract do not agree on the 
determination of any question of fact hereinafter stated, a determina- 
tion thereof will be made by a committee composed of a member 
appointed by the Administrator and a member appointed by the Pur- 
chaser. If such members are unable to agree upon a determination of 
such question they shall appoint a third member who shall have no 
direct interest in the controversy. The determination of such question 
made by the Committee, or a majority of its members, shall be binding 
on the parties. 

The questions of fact to be determined as provided in the preceding 
paragraph shall be: the correction of the measurements to be made as 
provided in section 7 of this exhibit; the amount of reduction in charges 
mentioned in section 9 of this exhibit; whether the changes mentioned 
in section 10 of this ‘exhibit were made ‘‘promptly’’; whether an 
abnormal nonrecurring demand occurred and the amount and time 
thereof; any fact mentioned in the first sentence of section 17 and in 
sections 18 and 19 of this exhibit; and whether the arrangements made 
by the Purchaser comply with section 25 of this exhibit. 


31. Enforcement of Rights for Benefit of Transferors. If delivery 
of electric energy under this contract is to be made by transfer over the 
facilities of any transferor or transferors, the Government may enforce 
its rights under the power factor clause of the Bonneville Wholesale 
Power Rate Schedule incorporated in this contract, and under sections 
10, 14, 17, 18, 19, 23, 24, 25, and 26 of this exhibit, for the benefit of such 
transferor or transferors, and all references to the Government’s 
system, property, or facilities in said section shall be deemed to include 
the facilities of the transferor or transferors being used to deliver 
electric energy and reactive power to the Purchaser for the account of 
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the Government, or to the Government for transmission to the Pur- 
chaser. 


32. Assignment of Contract. This contract shall inure to the 
benefit of, and shall be binding upon the respective successors and 
assigns of the parties to this contract; provided, however, that neither 
such contract nor any interest therein shall be transferred or assigned 
by either party to any party other than the United States or an agency 
thereof without the written consent of the other. 


33. Waiver of Default. Any waiver at any time by any party to 
this contract of its rights with respect to any default of any other 
party thereto, or with respect to any other matter arising in connection 
with such contract, shall not be considered a waiver with respect to any 
subsequent default or matter. 


34. Notices and Computation of Time. Any notice required by 
this contract to be given to any party shall be effective when it is 
received by such party, and in computing any period of time from such 
notice, such period shall commence at 12 p. m. on the date of receipt of 
such notice. 


35. Interest of Member of Congress. No Member of, or Delegate 
to Congress, or Resident Commissioner shall be admitted to any share 


or part of this contract or to any benefit that may arise therefrom. 
Nothing, however, herein contained shall be construed to extend to such 
contract if made with a corporation for its general benefit. 
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INDUSTRIAL REQUIREMENTS SCHEDULE 


Industrial Customer 
Aluminum Company of America (Vancouver) 
Aluminum Company of America (Wenatchee) 
Anaconda Aluminum Company 
Carborundum Company, The 
Chromium Mining & Smelting Corporation 
Crown Zellerbach Corporation 
Electro-Metallurgical Co. (Union Carbide & Carbon 


Hanna Nickel Smelting Company 
Harvey Machine Company of California—The Dalles 
Kaiser Aluminum & Chemical Corp. (Spokane Red.) 


Kaiser Aluminum & Chemical Corp. (Spokane Fab.) 


Kaiser Aluminum & Chemical Corp. (Tacoma Red.).. 
Keokuk Electro-Metals Company 

Pacific Carbide & Alloys Company 

Pennsylvania Salt Mfg. Co. of Washington 
Pa, Ce a eet sich sncnteiniib pang 
Reynolds Metals Company (Longview) 

Reynolds Metals Company (Troutdale) 

Victor Chemical Company 


Date of 
Expiration 
of Contract 


10-30-71 
5-22-71 
2-21-75 
1-15-74 

11-15-58 

12-18-67 


5-29-61 
6-30-73 


9-30-73 
9-30-73 
9-30-73 
7-26-73 
6-30-73 
2- 3-69 
10-14-68 


Contract 
Demand in 
Kilowatts 


136,000 
120,000 
111,000 
18,720 
13,000 
6,200 


7,500 
65,000 
40,000 

189,000 
35,000 
50,000 

7,300 
3,250 
13,600 
2,300 
60,000 

142,100 

31,200 
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Section VIII. Minutes of various committees of the aluminum in- 
dustry, advisory to the National Production Authority and the 
Business and Defense Services Administration, Department of 
Commerce 


NATIONAL PropucTION AUTHORITY 
WASHINGTON, D. C. 


MinvuTEs oF MEETING oF Prime ALUMINUM Propucts INDUSTRY ADVISORY 
Commirtex, Aprit 30, 1953 


T. A. Lynch, Aluminum and a Division, NPA, Government Presiding 
cer 

Committee members: 

*D. Wilmot, Aluminum Company of America, Pittsburgh, Pa. 

*W. E. Sprackling, Anaconda Wire & Cable Co., New York, N. Y. 

Terry W. Kuhn, Bohn Aluminum & Brass ay Detroit, Mich. 

*A. P. Cochran, Cochran Foil Co., Louisville, : 

*Lawrence M. Brile, Fairmont Aluminum Co., Tiicieens: W. Va. 

*Leo M. Harvey, Harvey Machine Co., Torrance, Calif. 

*§8. 8. Inch, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 

*Leonard Starr, Michael Flynn Manufacturing Co., Philadelphia, Pa. 

*Frank R. Nichols, Nichols Wire & Aluminum Co., Davenport, lowa 

*John W. Douglas, Republic Foil & Metal Mills, Inc., Danbury, Conn. 

*Harold C. Wilson, Revere Copper & Brass Inc., New York, N. Y. 

David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 

*Robert P. Stranahan, Stranahan Foil Co., South Hackensack, N. J. 

George A. wil United Smelting & Aluminum Co., New Haven, Conn. 

*Arthur Lowery, Wyman-Gordon Co., Worcester, Mass. 

*Lewis M. Burt, Youngstown Manufacturing, Inc., Youngstown, Ohio 

Industry advisory committees are representative groups formed for the purpose 

of furnishing advice and information to the National Pasdiaiten Authority on 
matters furthering the defense effort. No actions are taken or decisions made in 
these meetings since they are solely for advisory purposes. Suggested subjects 
= consideration at future meetings may be sent to the Government presiding 
officer. 


Other industry representatives: 
H. L. Smith, Jr., Aluminum Company of America, Pittsburgh, Pa. 
Kenneth Crawford, Bohn Aluminum & Brass Corp., Detroit, Mich. 
Jack Watson, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Maxwell Caskie, Reynolds Metals Co., Louisville, Ky. 
J. M. Stuart, Reynolds Metals Co., Louisville, Ky. 


GOVERNMENT ATTENDANCE 


National Production Authority: 
Aluminum and Magnesium Division: 
8. M. Blumenreich 
W. Van R. Gilbert 
J. H. Woodend 
G. F. Mahoney, Jr. 
Arthur A. Snow, Sr. 
A. A. Throckmorton 
D. D. Sgritta 


*Present at meeting. 
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Connor B. Batman, Office of Industry Advisory Committees. 
E. M. Synan, Office of Industry Advisory Committees. 
R. Blaisdell, Office of Public Information. 
Gerald E. Stephenson, Office of General Counsel. 
I. E. Peterson, Office of Small Business. 
John Priest, Office of Small Business. 
Ann Lesher, minutes writer. 
Other agencies: 
Dr. R. L. Sebastian, Office of Defense Mobilization. 
Edwin A. Harris, Office of Defense Mobilization. 
J. L. Farrell, Office of Defense Mobilization. 
A. W. Lewis, Munitions Board. 
Timothy May, Munitions Board. 
A. 8. Wyner Mutual Security Agency. 
Clement A. Ducy, Small Defense Plants Administration. 


PURPOSE OF THE MEETING 


The Prime Aluminum Products Industry Advisory Committee met on April 30, 
1953, to discuss: (1) Actions taken since the last meeting; (2) the current and 
future supply-demand situation; (3) NPA Order M-—5A; and (4) the continuation 
of industry representation in Government after the expiration of the Defense 
Production Act, June 30, 1953. 

Mr. T. A. Lynch (Director, Aluminum and Magnesium Division, NPA) was 
the Government presiding officer. ; 


OPENING REMARKS 


Mr. E. M. Synan (Office of Industry Advisory Committees, NPA) noted 
changes which had been made in the membership of the committee. He also 
explained that three technicians from the industry were present to participate in 
discussions on current supply-demand problems. 

Copies of the Rules Applicable to Meetings with Groups of Industry Repre- 
sentatives, as revised effective January 2, 1952, were distributed to the new 
committee members. 


ACTIONS TAKEN SINCE THE LAST MEETING 


Mr. Lynch reviewed recommendations made at the last meeting of the com- 
mittee and noted action which had been taken on each. Recommendations Nos. 
1, 2, and 4 (all dealing with controls after June 30, 1953) are all taken care of under 
the new defense materials system, he said. Recommendation No. 3 was found to 
be impractical, and therefore no action was taken; recommendations Nos. 5, 6, 7, 
and 8 are subjects for detailed discussion at this meeting, he said. 


CURRENT AND FUTURE SUPPLI-DEMAND SITUATION 


Statistics on the estimated aluminum supply for the years 1950 through 1955— 
by quarters for 1952 and 1953, and by years for the other periods—together with 
statistics showing the estimated backlog for the second quarter of 1953, were dis- 
tributed to the committee. Copies of these statistics are appended to these 
minutes as attachment 1. Figures on the metal papaty 0 indicated for the third 


and fourth amie of 1953 are not necessarily final, Mr. Lynch explained, since 

stockpile deliveries, as presently programed, have been deducted. It is very 

possible that these stockpiling figures may have to be adjusted as several inde- 

ndent and prime producers have recommended that stockpiling of aluminum 

e we minimized or eliminated entirely for the balance of 1953, Mr. Lynch 
said. 

Discussion on stockpiling.—In view of the amount of aluminum being set aside 
for military and Atomic Energy Commission production, industry representatives 
did not believe that the civilian economy could stand further deductions for stock- 
piling purposes at this time. While the industry recognized the necessity for 
maintaining an adequate stockpile of all strategic metals, they believed that, in 
view of the critical situation in aluminum at the present time, stockpiling of this 
metal might be postponed until such time as production from the current expan- 
sion program is realized. Reference was made to an Office of Defense Mobiliza- 
tion meeting held on April 29 and attended by several high-ranking Government 
officials, as well as representatives from the aluminum industry—both producers 
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and fabricators. At that meeting, it was strongly recommended that stockpiling 
of aluminum be deferred at least until 1954, industry representatives said. 

In reply to questions from fabricators, aluminum producers said that their 
supply of aluminum available to fabricators in the third quarter would probably 
be reduced by 25 percent unless stockpiling is deferred until a later date. It was 
the consensus of the committee members that stockpiling of aluminum be deferred 
until civilians, who have long been denied necessary aluminum products, are able 
to ee which they need to carry them through until increased production 
is realized. 

The committee recommended, unanimously: 

That, because of the extremely tight supply situation and heavy civilian 
demands for aluminum, deliveries to the national stockpile during the third 
quarter of 1953 be deferred , and that future stockpiling decisions be made on 
a quarter-by-quarter basis. 

Industry representatives asked what efforts are being made to increase pur- 
chases of foreign aluminum. Even at the existing premium prices, it would 
appear feasible to increase these purchases because such action would tend to serve 
the dual purpose of (1) aiding the foreign economy and (2) increasing our stockpile. 
Mr. Edwin A. Harris (Office of Aluminum, ODM) assured the committee members 
that steps have already been taken to increase imports. Inquiry has been made 
of the British Government and the Aluminum Import Co. as to the possibility of 
continuing the diversion of aluminum under the United Kingdom-Alecan contract 
to this country in the third quarter 1953 on the same scale as the second quarter 
1953 shipments to the United States, he added. 

The committee recommended: 

That everything possible be done to increase importations of pig alumi- 
num—even at premium prices—for stockpiling purposes. 

Difficulties encountered in placing third-quarter orders—Committee members 
representing the independent fabricating segment of the industry reported that, 
to date, fabricators have received no confirmation on third-quarter orders offered 
to producers. Asa result, fabricators have not been able to firm up civilian orders. 
This was attributed to the fact that producers—until advised by telegram from 
NPA within the past several days—were unable to estimate the amount of metal 
they would be required to set aside for the military. Similarly, stockpiling re- 
quirements have not yet been definitely determined. Producers therefore had to 
inform fabricators that, until set aside and stockpiling requirements were crystal- 
lized, they would be unable to confirm orders. 

Mr. Lynch apologized for the delay in getting out NPA Order M-—5A, noting 
that everything possible is being done to insure the issuance of this Order the 
early part of next week. In order to relieve hardships being suffered by manufac- 
turers in not being able to firm up orders, producers were notified by wire several 
days ago of the amounts and types of aluminum to be set aside for military and 
AEC orders. Any further hardships resulting from this delay should be brought 
to the attention of the Division and directive action will be taken where necessary 
until M-—5A is finally issued, Mr. Lynch told the committee. 

Committee members further recommended: 

That, because the normal 60-day lead time for the third quarter of 1953 
commences on May 1, the decision with respect to stockpiling should be im- 
mediately transmitted to each of the primary producers so that they may 
plan their third-quarter acceptances in sufficient time to avoid delays in ship- 
ments to independent fabricators of aluminum. 

Mr. Lynch told the committee that these recommendations would be brought to 
the attention of the proper Government authorities. (A copy of the actions taken 
subsequent to the meeting is attached as attachment II.) He also added that a 
change in the lead time from 60 to 45 days has been effected. 

Discussion on set-asides.—It is anticipated that set-asides for military and AEC 
orders will total 260 million pounds (approximately 30 percent of the total alumi- 
num supply) Mr. Lynch told the committee. In addition to satisfying military 
and AEC. orcers, this amount is estimated to be adequate for B—5 orders and any 
necessary adjustments. Determinations have been made as to how much of the 
total set-aside poundage will be prime, how much secondary, etc., also the quan- 
tity to be assigned to each producer and fabricator having a fourth-quarter 1952 
military order pattern, Mr. Lynch said. 

One industry representative—an independent fabricator—discussed the 
feasibility of establishing a pool for military set-aside material which would 
be available for anyone who may happen to receive military orders. He did not 
believe that an order pattern based on the fourth quarter of 1952 would be feasible. 
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It is very possible, he contended, that manufacturers who were in business in 
1952 may not be in business today. He noted also that new manufacturers who 
were not in the business in 1952 may be forced to turn down military orders today 
because they have no fourth-quarter 1952 military order pattern. He made the 
following recommendations which he requested be incorporated in the minutes: 
That set-aside metal be established as a pool of metal from which fabri- 
cators draw to the extent of their orders for military requirements and that 
proper safeguards be set up to insure equitable distribution of metal from the 
pool; and 
That aluminum set aside for military requirements not interfere with, or 
reduce, or take the place of aluminum to which any nonintegrated fabricator 
is entitled as the result of a private contract now in effect between it and any 
domestic or foreign aluminum ingot producers. 

Only one other committee member concurred in the above recommendations. 
The majority of the committee were opposed. 

Mr. Lynch explained that action on these recommendations would necessitate 
the reinstitution of controls. In trying to work out a system which would be 
free of controls and still insure that military programs be fully carried out, NPA 
had to have some pattern and the fourth quarter of 1952 appeared to be a work- 
able base. As in the past, disproportionate order placement would lead only to 
confusion and would require a review of order boards, instructions to producers 
to cut back and ship to someone else, etc. A pool, without a base pattern, Mr. 
Lynch continued, could not possibly work without controls. This set aside is, 
in effect, a pool, except that it is confined to manufacturers having fourth-quarter 
1952 patterns. If a manufacturer does not receive military orders to the extent 
of his set-aside, then his surplus is open after the commencement of lead time; if 
a manufacturer varies too much from this fourth-quarter 1952 pattern, his set 
aside for subsequent quarters will have to be adjusted to fit his pattern. 

After considerable discussion, it was the consensus of the majority of the 
committee that the new NPA Order M—5A would accomplish the purpose without 
undue control. 

As to the possibility of a military contract being rejected because a manufac- 
turer had no base period pattern, Mr. 8. M. Blumenreich (Aluminum and Mag- 
nesium Division, NPA) said that such a manufacturer can always make applica- 
tion for necessary materials to complete such orders. Allowances are made in 
the set-aside for such emergencies, but these cases would be exceptions rather 
than the rule, he said, since the services have certain manufacturers who are 
equipped to produce specific items and they usually place contracts in the hands 
of these manufacturers. 

Asked if it is anticipated that future military demands will equal those of the 
fourth quarter of 1952, Mr. Lynch replied that, while they will probably be the 
same, the amount of material set aside must be sufficient to allow some flexibility 
and to meet emergencies. 

Discussion on production facilities —Questioned whether all pig producing 
facilities are being utilized to the maximum extent or whether some producers 
might be holding back because of the cost involved, Mr. Lynch told the com- 
mittee that a recent canvass of pig producers revealed that all three are operating 
at peak capacity. 

The need for increased production of aluminum is so great that recommenda- 
tions for further expansion might be in order, one committee member said. 
Many customers who express preference for aluminum products are reluctant to 
place orders for them only because aluminum is still considered a strategic metal 
and they cannot be assured of a continuing supply, he said. 

While admitting that the demand for aluminum today is greater than anyone 
either in industry or in Government had forecast, requirements estimates were 
based on information from the industry and on the advice of this committee, 
Mr. Lynch said. The metal supply is running pretty much according to expecta- 
tions and, in addition, larger amounts are being received from foreign sources 
than were anticipated, he added. 

Several committee members recommended that NPA reanalyze projected future 
civilian demands and review the present aluminum expansion program in order to 
determine the feasibility of giving the third round of expansion the same financial 
treatment as the second round. They further recommended that bans on expan- 
sion by existing primary aluminum producers be lifted. 

After considerable discussion on this subject, it was the consensus of the ma- 
jority of the committee that they were not well enough informed to take a position 
on the foregoing recommendation; two members concurred in the recommendation. 
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The third round of expansion has been approved, in part, on the basis that it 
can be obtained primarily from private financing, Mr. Harris told the committee. 
The specific formula of approval established by ODM is that this third round of 
expansion ptoceed according to the ground rules laid down. This is the best 
step which can be taken at the present time, he said. The third round is believed 
to be definitely essential, he continued. If it is found that it cannot be achieved 
under the ground rules as laid down by ODM, further steps will have to be taken 
to see how it can be accomplished. he only justification for a fourth round of 
expansion would be sharply accelerated military or civilian requirements—over 
and above present projections for the next 10 years, Mr. Harris said. 

The following recommendation, in which the majority of the committee con- 
curred, was also submitted by a committee member: 

That an office be established in the General Services Administration for 
the purpose of administering the primary aluminum production the Govern- 
ment has reserved for nonintegrated producers in market guarantee contracts 
with companies participating in Government-sponsored programs to expand 
the national aluminum reduction capacity. 

Several committee members requested that this recommendation be forwarded 
to the General Services Administration for presentation to the new Administrator 
as soon as he is confirmed. Other members pointed out that a unit established to 
deal with matters pertaining to the aluminum expansion program already exists 
in GSA, and, therefore, they did not think such action necessary. 


NPA ORDER M-5A 


Immediately after the issuance of NPA Order M-5A which, it is hoped, will be 
soon, independent fabricators will be notified of their military set-aside, Mr. 
Lynch told the committee. Breakdowns as to quantities going into shapes, sheets, 
wire, etc., were made after consultation with the various fabricators, Mr. Lynch 
said. Shipment reports were also used as a guide in arriving at these decisions. 
Should a manufacturer find it impossible to control his acceptance within these 
breakdowns, adjustments will have to be made, he said. 

In connection with shipment reports, one industry representative reported that 
he is a member of an industry group making a study of a future program for 
obtaining shipments of aluminum byproducts. The program is planned to start 
on July 1, he said, and suggested that, if consistent with security regulations, 
figures gathered by NPA be made available to the industry. The industry’s 
statistical program would then provide continuity of information on shipments 
already compiled by NPA, he believed. The committee concurred and unani- 
mously recommended that this matter be looked into. 

Asked whether or not the Government stands ready to reactivate controls in 
the event of emergencies arising from shortages of materials, Mr. Lynch replied 
that pending legislation now before Congress was expected to confine materials 
controls to taking care of military and AEC demands, with no power to allocate 
for civilian uses. However, it is not known what powers any agency will have 
until the law is passed and signed by the President, Mr. Lynch said. 



















CONTINUATION OF INDUSTRY REPRESENTATION IN GOVERNMENT AFTER EXPIRATION 
OF THE DEFENSE PRODUCTION ACT, JUNE 30, 1953 


Industry representatives strongly urged that there be a continuation of an 
industry advisory committee for the prime aluminum products industry after the 
expiration of the Defense Production Act. Mr. Synan told them that considera- 
tion is now being given to the continuation of this Government-industry relation- 
ship so that the Government might continue to have the benefit of industry’s 
ae and counsel. Some decision will undoubtedly be made before June 30, 

e said. 

It was reported that the steel industry proposes to follow a pattern similar to 
that established for the Petroleum Administration for Defense and that it had 
already appointed a task group to work on a proposal for presentation to the 
Secretary before June 30. Such a setup would, however, necessitate the industry’s 
supplying 1 or 2 full time w. o. c. (without compensation) employees for super- 
vioory purposes. The bulk of the work would be handled by Government-paid 
employees. 

t was the consensus of the committee members that, while such a setup would 
require some sacrifice on the part of industry representatives, there was much to 
be gained by the aluminum industry having individual representation in Govern- 
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ment to handle its future problems, rather than lose its identity in a Miscellaneous 
Metals and Minerals Division. It was, therefore, recommended that a task group 
be appointed by Mr. Lynch, consisting of about five industry represgntatives, to 
study the advisability of establishing a permanent aluminum unit in the Depart- 
ment of Commerce, separate from any other unit, and that this task group report 
directly to NPA if its findings are unanimous—otherwise, back to this committee. 

The committee authorized Mr. Lynch to appoint two other task groups— 
comprised of technical personnel from the industry—one task group to study and 
make recommendations on post-attack planning; the other to work on mobiliza- 
tion base studies. 

Committee members gave a rising vote of thanks to Dr. R. L. Sebastian 
(Aluminum Division, ODM) who has rendered invaluable service to this industry, 
they said. Dr. Sebastian is retiring from Government service in the near future. 


COMMITTEE RECOMMENDATIONS 


The committee recommended, unanimously, that because of the extremely 
tight supply situation and heavy civilian demands for aluminum, deliveries to 
the national stockpile during the third quarter of 1953 be deferred, and that future 
stockpiling decisions be made on a quarter-by-quarter basis. Further, that, 
because the normal 60-day lead time for the third quarter of 1953 commences 
on May 1, the decision with respect to stockpiling should be immediately trans- 
mitted to each of the primary producers so that they may plan their third-quarter 
acceptances in sufficient time to avoid delays in shipments to independent fabri- 
cators of aluminum. 

The committee requested that copies of these recommendations be transmitted 
immediately to: 


Dr. Arthur P. Flemming, Director, ODM. 

Mr. James F. Brownlee, Deputy Director, ODM. 

Hon. Sinclair Weeks, Secretary of Commerce. 

Mr. 8. W. Anderson, Assistant Secretary of Commerce. 
Mr. H. B. MeCoy, Acting Administrator, NPA. 

Mr. M. B. Catlin, Director, Materials Division, ODM. 


A majority of the committee recommended that everything possible be done to 
increase importations of pig aluminum—even at premium prices—for stock- 
piling purposes. 

Minority recommendations: That set-aside metal be established as a pool of 
metal from which fabricators draw to the extent of their orders for military 
requirements and that proper safeguards be set up to insure equiable distribu- 
tion of metal from the pool. Also, that the aluminum set-aside for military 
requirements not interfere with, or reduce, or take the place of aluminum to which 
any nonintegrated fabricator is entitled as the result of a private contract now in 
effect between such an operator and any domestic or foreign aluminum ingot 
producer. (Two members concurred in this recommendation; the majority of the 
committee were opposed as it would involve reinstitution of controls.) 

Minority recommendation: That NPA reanalyze projected future civilian 
demands and review the present aluminum expansion program in order to de- 
termine the feasibility of giving the third round of expansion the same financial 
treatment as the second round. Further, that bans on expansion by existing 
primary aluminum producers be lifted. (Two members concurred in this recom- 
mendation; the majority of the committee did not feel that they were well enough 
informed to take a position on the matter.) 

Majority recommendation: That an office be established in the General 
Services Administration for the purpose of administering the primary aluminum 
production the Government has reserved for nonintegrated producers in market 
guarantee contracts with companies participating in Government-sponsored 
programs to expand the national aluminum reduction capacity. It was requested 
that this recommendation be forwarded to GSA for presentation to the next 
Administrator of the agency. (Members not participating in this recommenda- 
tion pointed out that GSA already has a unit established to deal with matters 
pertaining to the aluminum expansion programs.) 

The committee unanimously recommended that, if consistent with security 
regulations, aluminum shipment figures compiled by NPA be made available to 
the industry. 

After urging that industry advisory committees be continued after the ex- 
piration of the Defense Production Act on June 30 of this year, members of the 
co nmittee unanimously approved a recommenation that a task force be appointed 
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to study the possibility of establishing a separate aluminum unit in the Depart- 
ment of Commerce. This task group should be instructed to report directly to 
NPA if its findings are unanimous; otherwise, back to this committee. 

Permission was given NPA to appoint two other task greups—comprised of 
technical personnel from this industry—one to study and make recommendations 
on post-attack planning; the other to work on mobilization base studies. 


DATE OF NEXT MEETING 


No date was set for the next meeting of this committee. 


ATTACHMENT 1 


Estimated aluminum backlog end of 2d quarter, 1953 
[Millions of pounds] 


Program 


} 
| 
| 
| 


Total. : , 123. 
Primes.._- ; aa pa -| 106. 
Independents 2... ; 11. 
Distributors 2_ : bs Reon one 2.6 | 4 


Smelters 2... _--- Saheia aa ae ; : | | 3. § 


| 


1 From reports on NPA F-167 for Apr. 10, 1953. 
2 Actual backlog Feb. 28, 1953. 


NoTE.— Backlog represents about 2 weeks of supply. 


BACKLOG FOR SELECTED PERIODS 


Total 





June 30, 1953 (estimate)__-.......-...--- 144. 
Mar. 31, 1953 (estimate) ..........--- ; 153. 
I 5 a Rel lan ag ih 149. ; 
Sept. 30, 1952. __--- ea atobdodeasatac 131. 
June 30, 1952... x ay. $5 Sell 106. 
Mar. 31, 1902........... 107. 
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Estimated aluminum supply 1950-55 
{Millions of pounds] 


Domestic pig production ! 
Pig imports ! 

Domestic secondary 
Imported secondary 


Subtotal 
Adjustments 


Net supply 


1st 
quarter 


Domestic pig production ! 
Pig imports ! 

Domestic secondary 
Imported secondary 


Subtotal 
Adjustments 





Net supply 


1 Lagged 1 month for years 1952 and 1953; imports exclude Aluminum Import Corporation shipments of 
metal to be repaid by primes of 11,090,090 pounds in each of the 2d and 3d quarters of 1953 


8 Power losses, estimated at 16 million pounds, have been deducted for October and November 1953, 
3 Before stockpiling. 


ATTACHMENT II 


The following memorandum, dated April 30, 1953, relative to the committee’s 
recommendation on stockpiling of aluminum, was addressed and sent by Mr. 
T. A. Lynch, Director, Aluminum and Magnesium Division, NPA, to the 
following Government officials: 

Hon. Sinclair Weeks, Secretary of Commerce. 

Dr. Artnur 8. Flemming, Director of the Office of Defense Mobilization. 

Mr. J. F. Brownlee, Deputy Director, Office of Defense Mobilization. 

Hon. S. W. Anderson, Assistant Secretary for International Affairs, Depart- 
ment of Commerce. 

Mr. M. B. Catlin, Director of Materials Division, ODM. 

Mr. H. B. McCoy, Acting Administrator of NPA. 

At a meeting of the Prime Aluminum Products Industry Advisory Committee 
of the National Production Authority on Thursday, April 30, the members of 
the Committee unanimously recommended that the following resolution be 
transmitted to your office: 

“That, because of the extremely tight supply situation and heavy civilian 
demand for aluminum, deliveries to the national stockpile during the third 
quarter 1953 should be deferred.” 

It was further recommended: 

‘That, because the normal 60-day lead time for the third quarter commences 
on May 1, the decision with respect to stockpiling should be immediately trans- 
mitted to each of the primary producers so that they may plan their third quarter 
acceptances in sufficient time to avoid delays in shipments to independent fabri- 
cators of aluminum.” 

By way of explanation, the members of the Committee representing various 
independent fabricator segments of the aluminum industry stated that to date 
they had received no firm confirmations on third-quarter orders offered to the 
producers. This was attributed to the fact that, to the extent metal is taken for 
the stockpile, the obligations of the primary producers under the expansion 
contracts to deliver aluminum to independent fabricators are reduced accordingly. 


Norte.—Lists of the membership of the Prime Aluminum Products Industry Advisory Committee were 
appended to these memorandums, 
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MINvTES OF MeetING or ALUMINUM Task Group, May 21, 1953, 10 A. M. E. 
D. T., New GAO BulLpine 


T. A. Lynch, Aluminum and Magnesium Division, NPA, chairman 


Committee members present at meeting: 
J. W. Douglas, President, Republic Foil & Metal Mills, Inc., Danbury, Conn. 
E. G. Fahiman, president, The Permold Co., Medina, Ohio 
Leo M. Harvey, president Harvey Machine Co., Torrance, Calif. 
A. A. Throckmorton, representing 8. 8. Inch, vice president, Kaiser Aluminum 
& Chemical Corp., Oakland, Calif. 
Louis Lippa, vice president, Apex Smelting Co., Chicago, Ill. 
Maxwell Caskie, representing D. P. Reynolds, vice president Reynolds Metals 
Co., Louisville 1, Ky. 
R. W. Shaw, A. R. Purdy Co., Inc., Lyndhurst, N. J. 
Mr. Leonard Starr, Michael Flynn Manufacturing Co., Philadelphia, Pa. 
D. Wilmot, vice president, Aluminum Company of America, Pittsburgh, Pa. 
Government representatives present at meeting: 
Batman, Connor B., Office of Industry Advisory Committees, NPA. 
Blumenreich, 8. M., Aluminum and Magnesium Division, NPA. 
Chapple, Bennett S., Jr., Assistant Administrator for Metals and Minerals. 
Cullen, H. L., Miscellaneous Metals and Minerals Division, NPA. 
Harris, Edwin A., Office of Defense Mobilization. 
Peck, T., Aluminum and Magnesium Division, NPA. 
Lynch, T. A., Aluminum and Magnesium Division, NPA. 
Sgritta, D. Donald, Aluminum and Magnesium Division, NPA. 
Snow, A. A., Aluminum and Magnesium Division, NPA. 
Stephens, Wm. J., Iron and Steel Division, NPA. 
Stephenson, G. E., Office of General Counsel, NPA, 
Ford, M. Patricia, minutes writer, Aluminum and Magnesium Division, NPA, 

The meeting was called to order and Mr. Batman explained that this was a duly 
appointed task group and it would follow rules of the industry advisory committees. 

r. Lynch, chairman of the group, explained that the purpose of the meeting 
was to determine the organization of the Aluminum Division in the Department 
of Commerce after July 1. He called attention to information on the National 
Petroleum Council and on a similar council for the aluminum industry, which had 
been forwarded to the members prior to the meeting. Mr. Lynch also distributed 
copies of A Proposal for Collaboration Between the Federal Government and the 
Aluminum Industry for National Defense, prepared by Leo M. Harvey, of Harvey 
Machine Co., Inc., a member of the group. 

The meeting was thrown open for discussion of views of the aluminum industry, 
with the explanation that if some procedure similar to this were not taken, alumi- 
num would become part of a Miscellaneous Metals and Minerals Division in the 
Department of Commerce where it would have difficulty in having its view brought 
to the attention of the top echelon in Government at the proper time. Otherwise, 
bas"! would report directly to the Office of the Secretary. 

here was a general discussion of the organization of a task group which had 
been established for the purpose of forming a steel council. It was felt that having 
some knowledge of the details of the steel industry’s proposals would aid the alumi- 
num industry in reaching a decision with respect to the manner in which they 
should proceed. It was decided to ask the Director of the Steel Division to attend 
the meeting and explain the formation of the Steel Council to the members of the 
Aluminum Task Group. 

In the meantime the members of the group were polled on whether or not they 
favored the establishment of an aluminum council. There was general agreement 
among all the members that a council should be established for the aluminum in- 
dustry which at the same time would create a separate division for aluminum 
under the Secretary of Commerce or the Assistant Secretary of Commerce for 
Domestic Affairs. 

One of the principal problems indicated by some members of the group lay in 
the possibility that the establishment of a council might be used as a method for 
instituting greater control over the aluminum industry than might otherwise be 

ssible. This type of control, for example, would be similar to that established 
or the utilities and railroads. Nevertheless, the general feelings of the members 
of the group were that it would be to the tremendous advantage of the industry if 
all governmental matters were concentrated in a single agency with an aluminum 
council participating in the formulation of Government policies. 
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Mr. ‘William J. Stephens, director, steel division (Bethlehem Steel Co.) was 
introduced to explain the steel industry's participation in establishing a council. 
The formal procedure started with Secretary Weeks’ indicating the desirability 
of having in the Department of Commerce divisions, representing large industries, 
as the focal point for relations between Government and industry. Under this 
plan any Government agency involved in problems concerning an industry would 
seek information from the proper division in Commerce. he director of the 
American Iron and Steel Institute, at the request of Secretary Weeks, appointed 
Admiral Morrell to head an iron and steel task group to investigate che organi- 
zation of a council and of an Iron and Steel Division in Commerce; the responsi- 
bilities of the Division and the council and their functions. In response to a ques- 
tion, Mr. Stephens explained that the council itself is to be outside of Commerce 
and was viewed as a permanent organization so that problems of steel arising 
within Congress or Government. would be handled by the Iron and Steel Division 
of Commerce with the advice of the council. ; 

Mr. Bennett S. Chapple, Jr., Assistant Administrator for Metals and Minerals 
was then introduced to the group and explained the formal procedure of estab- 
lishing a council. There is first an informal invitation from the Secretary of 
Commerce to the industries of America to decide the degree to which they would 
like to use the Commerce Department and the Secretary’s Office as their official 
representative in Government. The steel industry accepted the invitation and, 
through the Iron and Steel Institute, they appointed a committee. This com- 
mittee came to see Secretary Weeks and offered their services in creating within 
Commerce an adequate Iron and Steel Division, generally paralleling the petro- 
leum industry’s organization in the Department of the Interior. The steel group 
was to submit drafts of organizational documents for the council and Division to 
the Secretary on May 22. The steel industry’s attitude appears to be that they 
have avoided close relations with Government before. After 2 wars in 10 years 
the industry decided they would be better off if they keep their finger in to bring 
practical judgments to bear on some governmental problems. This would lead 
to beneficial results for both Government as well as industry. Their plan is to 
staff on a continuing basis rotating personnel from the steel industry. They 
stipulated that the industry division be elevated in stature to a level which per- 
mits it to report directly to the Secretary’s Office or the Assistant Secretary for 
Domestic Affairs. Unless a metal industry chooses to exercise its rights under 
the Secretary’s invitation, all metals would be placed in a Miscellaneous Metals 
and Minerals Division, Mr. Chapple stated. 

Mr. Wilmot asked if copies of the steel proposal could be made available to the 
members of the aluminum task group. (A copy of organizational documents of 
a Council and Division has been sent to each member.) 

Mr. Chapple stated how very much he appreciated the cooperation he received 
from the aluminum industry and from Ted Lynch and associates. ‘As a steel 
man” he stated “we compete with aluminum. You have been very tolerant 
and I do want to express my appreciation. I know you have a serious problem 
and I want to assure you I am doing what I can to bring that to a conclusion— 
and to a successful conclusion from your standpoint. Another thing Ted Lynch 
is leaving on June 20 and we must have a Director between the 20th and 30th of 
June.”’?’ Mr. Lynch thanked Mr. Chapple in behalf of the group and the industry 
for his service to the Government and to industry and for his assistance in ex- 
pisiping the viewpoint of the Department of Commerce in establishing industry 
councils. 

After several members voiced opinions regarding the desirability of forming an 
aluminum council, Mr. Lynch stated that it seemed to be the general opinion 
that the group should go forward and take necessary steps to explore further the 
moves taken by the National Petroleum Council and the steel industry to de- 
termine whether an aluminum council should be established. The next step 
he stated was for the group to convene for an appointment with the Secretary. 
The group agreed unanimously to proceed to organize an aluminum council outside 
the Department of Commerce and an Aluminum Division within the Commerce 
Department and requested Mr. Lynch to arrange for an appointment with the 
Secretary’s Office on the day of the next meeting. Mr Wilmot was nominated 
and appointed to act as the group’s spokesman at the meeting with the Secretary. 

The next meeting of the group, it was agreed, would be Wednesday, June 3, at 
9 a. m., to discuss proposed plans and meet with the Secretary. It was recom- 
mended that the steel proposal should be distributed as soon as possible. After 
receiving the steel proposal, the documents of the National Petroleum Council, 
and the proposal submitted by Mr. Harvey, each member was to send his com- 
ments directly to Mr. Lynch. 
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Minutes oF Meetine or ALuminum Task Group, June 3, 1953, New GAO 
BuILDING 


T. A. Lyncu, Aluminum Division, NPA Chairman 


Committee members present at meeting: 
J. W. Douglas, president, Republic Foil & Metal Mills, Inc., Danbury, Conn. 
E. G. Fahiman, president, The Permold Co., Medina, Ohio 
Leo Harvey, president, Harvey Machine Co., Torrance, Calif. 
A. A. Throckmorton (Representing 8. 8. Inch), Kaiser Aluminum & Chemical 
Corp., Oakland, Calif. 
Louis Lippa, vice president, Apex Smelting Co., Chicago, Ill. 
David Reynolds, vice president, Reynolds Metals Co., Louisville, Ky. 
R. W. Shaw, vice president, A. R. Purdy Co., Inc., Lyndhurst, N. J. 
Leonard Starr, secretary, Michael Flynn Manufacturing Co., Philadelphia, 
Pa. 
D. Wilmot, vice president, Aluminum Company of America, Pittsburgh, Pa. 
Lawrence M. Brile (absent), Fairmont Aluminum Co., Fairmont, W. Va. 
Government representatives present at meeting: 
Batman, Connor B., Office of Industry Advisory Committees, NPA 
Blumenreich, 8S. M., Aluminum Division, NPA 
Cressman, Wm. L., Deputy Assistant Administrator for Metals and Minerals 
Harris, Edwin A., Office of Defense Mobilization 
Peck, T., Aluminum Division, NPA 
Lynch, T. A., Aluminum Division, NPA 
Sgritta, D. Donald, Aluminum Division, NPA 
Snow, A. A., Aluminum Division, NPA 
Stephenson, G. E., Office of General Counsel, NPA 
Ford, M. Patricia, minutes writer, Aluminum Division, NPA 

Mr. Lynch opened the meeting and called attention to the need for nominees 
for the position of Director and Deputy Director for the Aluminum Division, 
effective July 1, 1953, to serve from industry without compensation. The func- 
tions of the job of Director were delineated: It is a fulltime job—Monday through 
¥riday—in Washington. Between the Director and Deputy Director either 
should be on the desk at all times. It was explained that a WOC could be com- 
pensated by his company and Government gives him $15 per day while on duty 
and pays travel back and forth once a week, when distance is reasonable. He 
must make at least $10,000 a year with his home company and have been employed 
for 1 year with that company. 

In response to questions if Mr. Lynch would assume the Director’s job, he 
stated he felt he had been here long enough—29 months. The industry had 
many men who could be furnished on a 6-month rotating, WOC basis that would 
not be too much of a hardship on anyone. 

Mr. Cressman, Deputy Assistant Administrator for the Bureau of Metals and 
Minerals, was questioned as to whether the steel task group had made any progress 
on appointing a Director and Deputy Director for the steel division, er would Mr. 
Stephens continue. It was thought if the aluminum task group had an idea as 
to stature of the steel man nominated for that job it would serve as a guide in 
their choice for the Aluminum Division. Mr. Cressman stated that the steel 
industry man selected for the job of Director would have greater stature than any 
so far, in order that he will be able to speak with authority for steel and be of 
equal authority and stature at the Secretary of Commerce level. The man will 
serve on a rotating basis of not less than a year. They won’t reach as high as 
presidents of companies. 

It was stated that aluminum needed a man who has very wide experience in the 
industry ; knows its wide ramifications: is well known to other members of industry 
and who will be accepted by the industry. 

The independents were of the opinion that they would be unable to furnish a 
man to meet the qualifications, as their organizations are small and each company 
Official is vital. urther they don’t have the knowledge of primary production. 
[t was thought the man shonld come from the primary producers, or a man with 
the independents who had been with the primary producers. Another suggestion 
was that the Director be supplied by the primary producers and the Deputy 
Director by the independents. 

There was discussion as to whether the Deputy Director would step into the 
Director’s job when his term was up. This would provide continuity. However 
as stated above it would depend upon the independents’ supplying a man of broad 
enough experience to fit the top job. The group was in favor of the top job for 
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the first go-round being filled by the prime producers. Reynolds offered to supply 
the No. 2 man, if necessary. 

The discussion disclosed that Reynolds and Kaiser felt that they had furnished 
men as Director and Deputy Director in the past (Lynch is retired from Reynolds 
Metals Co. and Throckmorton is with the Kaiser Aluminum & Chemical Corp.), 
therefore they thought that the Aluminum Company of America should provide 
the Director or Deputy Director at this time. Several members representing the 
independent fabricators expressed this same viewpoint. 

Mr. Wilmot agreed that it seemed logical that the individual should come 
from the integrated producers, but felt that it was necessary and appropriate for 
the independents to voice that opinion, rather than he. He had no names of Alcoa 
men, but was sure he could have the company decide upon an individual who would 
be acceptable. Alcoa is reluctant to give up a man, but is perfectly willing to 
provide a man for the directorship since the industry rather unanimously feels 
they should. 

Suggested Alcoa names were called for from the committee. They were 
reluctant, and Mr. Cressman stated that in steel it is the accepted practice for 
other companies to suggest a man from the company whose turn it is to supply 
one. The following Alcoa men were suggested— Mr. Hugo Wilder (in charge of 
distribution) Mr. Harry L. Smith, Jr. (Mr. Wilmot’s assistant). Bob Learnerd 
was also mentioned, but some thought that a Washington representative was not 
appropriate. The following Reynolds men were suggested: I. P. McCauley, 
James Stewart, and Paul Fox. 

It was the consensus of the group that with a Director to be furnished by the 
Aluminum Company of America, the job of Deputy Director should be filled by a 
WOC from the independents, if possible. Mr. Harvey said he would check to see 
if one of his men might be available for Deputy Director. 

There was some discussion as to length of time men should spend in the job. 
The group decided 6 months would be sufficient as pressures would not be the 
same as during the recent emergency period. It was suggested that the rotation 
be staggered so that the new man reporting in would have 3 months with an 
experienced man. This would necessitate the first Director or Deputy Director 
staying 9 months. The discussion was closed and the group agreed to discuss 
it further at the Aluminum Association meeting at White Sulphur Springs and 
report to Mr. Lynch prior to June 12 as to the men selected. 

This was followed by a discussion of the organization of a national aluminum 
council. It was noted that the procedure followed in establishing the National 
Petroleum Council was for the Secretary to appoint the members of the council 
from a panel of top executives in the industry furnished him by industry and the 
Government industry division. The task group suggested that such a list of 50 
or more names be compiled for submission to the Secretary of Commerce to 
enable him to appoint a council of 25, or such larger number as he desires. 

Several members of the task group felt that the National Petroleum Council 
pattern should be followed closely, inasmuch as it proved successful over the 
past 6 years both from the standpoint of Government and of the petroleum 
industry. Others felt that a smaller setup would serve the aluminum industry 
just as well. One member pointed out that the pattern of the National Petroleum 
Council conflicted with the Attorney General’s rulings on advisory committees 
which resulted in the disbanding of the National Minerals Advisory Council and 
the National Bituminous Coal Advisory Council even though the Secretary of 
the Interior said both committees had been very valuable to his agency and he 
wanted to continue them. The task group said they would discuss the matter 
in their meeting with the Secretary’s office and would obtain the type of setup 
that would best serve the interests of the Government and industry and still 
meet the requirements of the Department of Commerce and the Department of 
Justice. In the meantime the plans submitted by members of the aluminum 
industry, which were modifications of the National Petroleum Council and the 
Steel Council, were discussed in detail. ' 

The task group had some objection to having a Government officer presiding 
at the Council meetings. The main point stressed was that the Secretary of 
Commerce or his assistant was to preside at all meetings of the Council. Under 
these circumstances it would be impossible for the Council to call a meeting for 
the purpose of discussing pending matters or to meet an emergency affecting the 
industry, but rather it would be in the position of having to request such a meeting 
and having to await the convenience of the Secretary or his assistant as to the 
selection of the date and time at which they could preside. If the meeting were 
to be chaired by a member of the Council, as in the case of the National Petro- 
leum Council, this problem would not exist. 
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It was pointed out that any Member of Congress, Government employee, or 
businessman who has business coming before the Council is accepted for attend- 
ance at the Council meetings. 

One of the task group members said that he strongly favored the organization 
of any council that would promote better understanding and facilitate the solu- 
tion of problems between the Government and industry, but he is not in favor 
of unnecessary controls or interference by Government in regular, legitimate 
business operations. 

The fact was brought out that members of the National Petroleum Council 
feel that it is imperative that a top industry executive serve as their chairman 
because he would understand the terminology and the technicalities of the prob- 
lems being discussed by the Council. 

The group was in agreement that the project committees should be free to 
meet wherever necessary—on Government property or otherwise. It was said 
that a paid secretary would be important as it would be his sole responsibility 
to see that the will of the meeting is carried out, records and minutes kept, and 
copies promptly distributed as authorized. 

There was some question as to whether industry advisory committees would 
continue to operate with the Aluminum Division. It was stated that the industry 
advisory committees were only set up under the Defense Production Act and can 
only act on problems under that act. It was agreed that if it were possible advi- 
sory committees should be continued, as has been recommended unanimously by 
every Industry Advisory Committee of the Aluminum Division, NPA. 

To channel the discussion it was suggested that one of the proposed orgariza- 
tion documents be selected and read paragraph by paragraph in order that objec- 
tions could be recorded and changes made on the document so that it would be 
in proper shape to present to the Secretary of Commerce or his Assistant Secre- 
tary. The rules of Organization and Procedures Section of the organization 
documents as submitted by the Aluminum Company of America, an adaptation 
of the Steel Council proposal, was selected for this purpose. 

The task group approved the wording of the title: ‘Aluminum Advisory Coun- 
cil to the Department of Commerce.”’ The following paragraphs, 1. “Purpose,” 
2. “Officer,” 3. “Committees,” and 4. ‘‘Vacancies,’”’ were approved as written. 

The first sentence of paragraph 5. “The Chairman” was changed to read as 
follows: ‘““The Chairman shall be the principal officer of the Council and shall 
authorize all expenditures and perform such other duties as pertain to the Office 
of Chairman, except that the presiding officer at all meetings of the Council shall 
be the Secretary of Commerce or the Assistant Secretary for Domestic Affairs or 
the Director of the Aluminum Division.” If an executive from the industry can 
legally serve as chairman, it is preferred for the reasons stated above. 

The following paragraphs, 6. ‘‘The Vice Chairman,” and 7. ‘The Secretary- 
Treasurer,”’ were res as written. 

In paragraph 8, ‘‘ Meetings of the Council,’”’ second sentence, ““Twenty percent”’ 
was inserted, reading as follows: ‘““Twenty percent or more members of the Coun- 
cil may at any time request the Secretary or the Assistant Secretary for Domestic 
Affairs to call a special meeting.’”’ The remainder of the paragraph was approved 
as written. 

The following paragraphs, 9. ‘‘Call of Meeting,” 10. ‘Voting Power and 
Quorum,” and 11. ‘‘Appointment Committee,” were approved as written. 

Paragraph 12. “Agenda Committee” was approved with the addition of two 
sentences from section B-12 of the National Petroleum Council Organization 
rules, which reads as follows: ““Any matter which any council member wishes to 
have considered by the Council shall be submitted in writing to the Chairman of 
the Council who shall, prior to any discussion by the Council, refer the matter to 
the Secretary or Director for orerw or disapproval. If approved, the matter 
a then be referred to the Agenda Committee for its report, as therein pro- 
vided.” 

Paragraph 13. ‘‘Project Committees” was approved as written. 

Paragraph 14. “‘Minutes of Meetings’, second sentence, was changed to read as 
follows: “‘Copies of the minutes of the council, all reports of the committees, and 
all reports submitted by the Council or by any of its committees shall be filed with 
the Secretary of Commerce, the Assistant Secretary for Domestic Affairs and the 
Director of the Aluminum Division.” It was further suggested that paragraph 17 
of the National Petroleum Council Organization Rules be added to this paragraph. 
It reads as follows: ‘‘Any Council or committee member who feels that the Council 
or a committee has failed to give appropriate consideration to views or proposals 
presented by him at a regularly constituted meeting may make his viewpoint a 
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part of the record of that meeting by submitting within 5 days of the date of such 
meeting a written statement to the chairman of the meeting for incorporation in 
the minutes.” 

The group recommended that the following paragraph, as written in the organi- 
zation and rules of the Steel Advisory Council proposal, be inserted after paragraph 
14. It reads as follows: ‘15. Operating Expenses. Operating expenses of the 
Council and all of its committees shall be met from a fund to which contributions 
may be made by individual members of the Council and by companies engaged in 
the aluminum industry. At the Council’s first meeting in each calendar year, the 
Treasurer of the Council shall present a suggested budget for the ensuing year and 
expenditures for ordinary operating expenses during each year shall be limited to 
the amount approved by the Council at such meeting.” 

Paragraph 15. “Amendment’’ was renumbered “16” and approved as written. 

This was followed by a discussion of trade association representation on the 
Aluminum Council. One member felt that trade associations should be eligible 
for membership on the Council, but the majority of the task group did not agree 
with this inasmuch as they felt that trade associations had adequate representation 
through the members of the Council who were also active members of the trade 
associations in industry. 

Mr. Wilmot, spokesman for the group who will meet with Assistant Secretary 
Sheaffer asked for a vote on the following action. Should he state: “I am author- 
ized by the members of the aluminum task group to submit this proposal as purely 
a rough draft patterned very closely after the Steel Division’s proposal with very 
minor changes, all of which have been discussed at the meeting this morning.” 
All members recommended that this was the appropriate way to handle it, and 
the meeting was adjourned, with the request that the committee chosen to meet 
with the Secretary of Commerce meet at the Secretary’s office in plenty of time 
prior to the time set for the meeting scheduled at 2:30 in the afternoon. 









ORGANIZATION DOCUMENTS OF THE ALUMINUM ADVISORY 
COUNCIL TO THE DEPARTMENT OF COMMERCE 


ExpLANATORY STATEMENT REGARDING THE ESTABLISHMENT OF THE ALUMINUM 
Apvisory CoUNCIL TO THE DEPARTMENT OF COMMBRCE 


The Department of Commerce has recognized the everincreasing importance of 
aluminum to our national welfare by establishing in the office of the Secretary an 
Aluminum Division for the purpose of enabling the Department more efficiently 
to perform its task of fostering the production of aluminum by private industry 

The advice and assistance of aluminum industry advisory groups has been 
found to be indispensable in the solution of wartime problems relating to the 
supply of aluminum products for military and defense supporting programs. 
The continuing importance of the Department’s task is such as to require that 
there be available to the Department at all times the advice and information that 
can be furnished only by a qualified aluminum industry advisory committee. 

Under date of October 19, 1950, the Deputy Attorney General advised the 
Secretary of Commerce that ‘‘As a general matter we are of the view that the 
decision as to the necessity for the formation of industry committees to advise a 
Government department and the responsibility for their information rests with 
the specific department.”’ He stated that there are however “certain require- 
ments which should be met in order to minimize the possibility of violation of the 
antitrust laws,’’ and therefore, ‘“There must be statutory authority for the em- 
ployment of such committees or there must be an administrative finding that it is 
necessary to utilize such committees to perform certain statutory duties.” 

The Defense Production Act of 1950, as amended, is an example of statutory 
authority for the employment of industry advisory committees. However, the 
authority contained in that act to utilize the services of an industry committee 
should be confined to the administration of the powers otherwise granted by the 
act. 

The other procedure mentioned by the Deputy Attorney General for the for- 
mation of an industry advisory committee, i. e., an administrative finding that it 
is necessary to utilize such a committee to perform certain statutory duties, may 
however, be adopted by virtue of the provisions of section 3 of the act of February 
14, 1903, creating the oa of Commerce, which reads as follows: 
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‘Powers and duties of Department: It shall be the province and duty of said 
Department to foster, promote, and develop the foreign and domestic commerce, 
the mining, manufacturing, shipping and fishery industries, and the transportation 
facilities of the United States; and to this end it shall be vested with jurisdiction 
and control of the departments, bureaus, offices, and branches of the public service 
hereinafter specified, and with such other powers and duties as may be prescribed 
by law,” (32 Stat. 826). 

On the basis of an administrative finding that it is necessary for the Depart- 
ment of Commerce to utilize an aluminum advisory group to perform its statu- 
tory duty to foster the aluminum industry, the Secretary of Commerce might 
establish such a committee and prescribe its function. In so doing, the Secretary 
should state rules for the conduct of the council that will assure conformance with 
the rules set forth in the October 19, 1950, letter of the Deputy Attorney General. 
A copy of that letter is attached to this explanatory statement for further reference. 

In addition, the Secretary should submit to the Attorney General for clearance 
the proposal to establish the Aluminum Advisory Council to the Department of 
Commerce at this time. 

There is attached a suggested form of notice for issuance by the Secretary of 
Commerce establishing the council. This notice defines the organization and 
function, and prescribes rules of procedure for the council. There is also attached 
a suggested form of letter to the Attorney General submitting the proposal for 
ruling. 


OcTroBER 19, 1950. 
The honorable the S—ecrETARY oF COMMERCE, 
Washington, D. C. 

My Dear Mr. Secrerary: In several instances various Government depart- 
ments have requested the views of the Department of Justice with respect to 
whether participation by members of an industry in the activities of industry ad- 
visory committees would be considered a violation of the antitrust laws. In view 
of the recent increase in the number of such requests, it is felt that a statement of 
the Department’s position in this regard might be helpful. 

As a general matter we are of the view that the decision as to the necessity for 
the formation of industry committees to advise a Government department, and 
the responsibility for their formation, rests with the specific department. How- 
ever, in organizing such committees, there are certain requirements which should 
be met in order to minimize the possibility of violation of the antitrust laws. 
Briefiy stated these requirements are: 

(1) There must be statutory authority for the employment of such committees 
or there must be an administrative finding that it is necessary to utilize such 
committees to perform certain statutory duties. 

(2) The agenda for such committees and their meetings must be initiated and 
formulated by the Government. 

(3) The meetings to be held must be at the call of and under the chairmanship 
of full-time Government officials. 

(4) Full and complete minutes of each meeting must be kept. 

(5) The functions of such committees must be purely advisory and any deter- 
minations of action to be taken must be made solely by Government representa- 
tives. 

So long as the activities of industry advisory committees are carried on within 
these limitations, we would not view the activities as constituting an independent 
violation of the antitrust laws. We wish to emphasize, however, and it should 
be made clear to participants in such activities, that the Department of Justice 
retains complete freedom to institute proceedings, either civil or criminal, or both, 
in the event that any particular plan or course of action is used to accomplish 
unlawful private ends. Further, this Department retains full freedom to institute 
civil actions to enjoin continuance of any acts or practices found not to be in the 
public interest and persisted in after notice to desist. 

Yours sincerely, 
Peyton Forp, Deputy Attorney General. 


LETTER TO THE ATTORNEY GENERAL REGARDING THE ESTABLISHMENT OF THE 
ALUMINUM Apvisory CoUNCIL TO THE DEPARTMENT OF COMMERCE 


The contributions made by industry advisory committees to the solution of 
Government problems relating to aluminum for military and defense supporting 
programs has demonstrated the need for a permanent industry advisory group 
available to the Department of Commerce at all times for advice and information 
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essential to the work of the Department. Accordingly, I propose to establish 
the Aluminum Advisory Council to the Department of Commerce, to which I 
will appoint individuals who are outstanding in the aluminum industry and are 
qualified to provide the assistance we require from private business. 

The council will be expected to furnish advice and information concerning the 
aluminum industry as required by the Department of Commerce in the exercise 
of its statutory duty to foster, promote, and develop industry in the United 
States in accordance with the act of February 14, 1903 (32 Stat. 826). 

Membership of the council will be drawn from both large and small, and from 
both integrated and nonintegrated companies in the aluminum industry, as well 
as from some collateral industrial activities so as to provide broad and adequate 
representation for the various segments and business interests in the industry. 

Meetings of the council will be held solely at the call of the Department of 
Commerce and the agenda for each meeting will be initiated and formulated by 
the Department. A representative of this Department will act as presiding officer 
at each meeting of the council. Also, a representative of this Department will 
keep full and complete minutes of each meeting of the council and copies of such 
minutes will be distributed to interested parties. 

The functions of the council will be solely advisory and any determination of 
action to be taken will be made by representatives of this Department. 

The council will establish its own organization and procedures within the limits 
above described. 


Your views and suggestions concerning the foregoing proposal will be very much 
appreciated. : 


Tue AtumiInuM Apvisory CouNnciL To THE DEPARTMENT OF COMMERCE 


ORGANIZATION AND FUNCTIONS 


1. Purpose-—The purpose of this Notice is to establish an industry advisory 
group for the aluminum industry, to be known as the Aluminum Advisory Council 
to the Department of Commerce, to inform and advise the Secretary, the Assistant 
Secretary for Domestic Affairs, the Director of the Aluminum Division and other 
departments and agencies of the Government with respect to any matter affecting 
the aluminum industry submitted to it by or with the approval of the Secretary, 
Assistant Secretary, or the Director. 

2. Finding of essentiality—The Council is deemed essential in order to make 
available qualified industry representatives who will furnish advice and informa- 
tion concerning the aluminum industry as required by the Department in the 
exercise of its statutory duty to foster, promote, and develop industry in the 
United States in accordance with the act of February 14, 1903 (32 Stat. 826). 

3. Organization.—The Council shall be composed of members appointed by 
the Secretary from among qualified representatives of the various segments of the 
aluminum industry and of collateral industrial activities. 

4. Function.—It shall be the function of the council to advise and inform the 
Secretary, the Assistant Secretary for Domestic Affairs, the Director of the 
Aluminum Division, and other departments and agencies of the Government with 
respect to matters affecting the Aluminum Industry which are submitted to it 
by or with the approval of the Secretary, the Assistant Secretary for Domestic 
Affairs, or the Director of the Aluminum Division. 

5. Procedures—The rules prescribed in the letter of the Deputy Attorney 
General to the Secretary of Commerce of October 19, 1950, shall govern the 
functions and conduct of the council. Consistent with these rules— 

(a) The agenda for the council and its meetings will be initiated and 
formulated by the Secretary, the Assistant Secretary for Domestic Affairs, 
or the Director of the Aluminum Division. 

(b) Meetings of the Council will be held at the call of and under the 
chairmanship of a representative of this Department. 

(c) Full and complete minutes of meetings of the Council will be kept by a 
representative of this Department. 

(d) The functions of the Council will be solely advisory and any determina- 
tion of action to be taken will be made by representatives of this Dieatimash 

6. Effective date.-—This Notice is effective July 1, 1953. 


SECRETARY OF COMMERCE. 





ALUMINUM INDUSTRY 1061 


INVITATION TO MEMBERSHIP IN THE ALUMINUM ApviIsORY COUNCIL TO THE 
DEPARTMENT OF COMMERCE 


During the recurring national emergencies, the Department of Commerce 
has found that aluminum industry advisory groups have afforded reliable sources 
of information and advice essential to the solution of government problems 
affecting the Aluminum Industry. 

The benefits to be derived from such advisory groups and the importance 
of the problems of government relating to the Aluminum Industry have demon- 
strated the need for a permanent industry advisory committee. Accordingly, I 
have established the Aluminum Advisory Council to the Department of Com- 
merce, from which advice and information required for the efficient handling 
of public affairs affecting the Aluminum Industry may be obtained. Member- 
ship of the Council will consist of individuals who are outstanding in the Alumi- 
num Industry or in one of the allied industrial activities. I ask that you accept 
membership on the Council as a public service and that you agree to serve with- 
out compensation for a term of 1 year commencing July 1, 1953. 

The Couneil’s first meeting will be held in Room of the Department of 
Commerce Building, at m. o’clock on June , 1953. 

The agenda for the first meeting will consist of the adoption of Rules of 
Organization and Procedure of the eaealh the election of officers, the appoint- 
ment of committees, and such other matters as shall be related thereto. 

I trust that you will be able to advise me promptly that you will accept mem- 
bership in the Council and that you will attend the first meeting. 











RULES OF ORGANIZATION AND PROCEDURE OF THE ALUMINUM ApvisoRY CoUNCIL 
TO THE DEPARTMENT OF COMMERCE 


1. Purpose.—It is the purpose of the Aluminum Advisory Council to the Dee 
partment of Commerce to inform and advise the Secretary of Commerce, the 
Assistant Secretary for Domestic Affairs, the Director of the Aluminum Division 
and other departments and agencies of the Government with respect to any matter 
which affects the Aluminum Industry, submitted to it by or with the approval of 
the Secretary, Assistant Secretary for Domestic Affairs, or the Director of the 
Aluminum Division. However, the Council will first consider whether or not it 
is proper and advisable that the Council should furnish advice or information 
concerning any such matter. The Council will not consider any matters involving 
trade practices or secrets, or that fall within the purview of the antitrust laws, 

2. Officers.—The officers of the Council will consist of a chairman and a vice- 
chairman, who will be members of the Council and will serve without compensa- 
tion, and a secretary-treasurer, who may but need not be a member of the Council, 
who shall receive such compensation, if any, as the Council shall determine. The 
chairman and vice-chairman shall be elected by the Council at its organization 
meeting each year, to serve until the next organization meeting of the Council. 
The secretary-treasurer and his successors shall be appointed from time to time 
by the chairman with the advice of the Appointment Committee. 

3. Committees—The Council shall elect at its organization meeting each year 
an Agenda Committee and an Appointment Committee to serve until the next 
organization meeting of the Council. Each committee shall have ------ members, 
All persons elected to these committees shall be members of the Council. Special 
bishop cage a shall be appointed as provided in paragraph 5, to serve as 
required. 

4. Vacancies.—A vacancy in the Office of Chairman or Vice Chairman, and 
any vacancy on the Agenda or Appointment Committee shall be filled by election 
of the Council at the meeting next following the occurrence of such vacancy. 

5. The Chairman.—The Chairman shall be the principal officer of the Council 
and shall authorize all expenditures and perform such other duties as pertain to 
the Office of Chairman, except that the presiding officer at all meetings of the 
Council shall be the Secretary of Commerce or the Assistant Secretary for 
Domestic Affairs, or the Director of the Aluminum Division. The Chairman shall, 
with the advise of the Appointment Committee, appoint all Special Project Com- 
mittees and the members thereof, as the need arises. Persons appointed to such 
committees shall be selected as provided in paragraph 13 and may or may not 
be members of the Council. 

6. The Vice Chairman.—In the basence or inability of the Chairman to act, 
the Vice Chairman shall exercise all the duties and authorities granted to the Chair- 
man. 
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7. The Secretary-Treasurer.—The Secretary-Treasurer shall perform such duties 
as usually pertain to the Office of Secretary and the Office of Treasurer and as 
are required of him by the Chairman and by the Council. He shall be responsible 
for the custody of all Council funds and shall disburse them only upon authori- 
zation of the Chairman. 

8. Meetings of the Council——The Council shall hold an organization meeting 
annually immediately following the appointment of the members of the Council 
by the Secretary of Commerce, and shall hold such special meetings as may be 
called by the Secretary of Commerce or the Assistant Secretary for Domestic 
Affairs. Twenty percent or more members of the Council may at any time 
request the Secretary or the Assistant Secretary for Domestic Affairs to call a 
special meeting. All meetings of the Council shall be held at the Department 
of Commerce, Washington, D. C., or in such other place as may be designated 
by the Secretary of Commerce or the Assistant Secretary for Domestic Affairs. 

9. Call of meetings.—All regular and special meetings of the Council shall be held 
upon eall of the Secretary of Commerce or the Assistant Secretary for Domestic 
Affairs. At least 10 days’ notice of every meeting of the Council shall be given 
to each member unless an emergency requires shorter notice. The agenda for 
each regular and special meeting shall be initiated and formulated by the Depart- 
ment of Commerce and shall be set forth in full in the Notice of Meetings. The 
time and place of all Council meetings shall be given general publicity and all 
such meetings shall be open to members of Congress and other Federal officials 
and others who may have an interest therein and who may be invited by the 
Secretary of Commerce or the Assistant Secretary for Domestic Affairs. Members 
of any special Project Committee may be present at any meeting of the Council 
during consideration of the subject assigned to such committee. 

10. Voting power and quorum.—At all meetings of the Council each member 
shall be entitled to one vote. A majority of the members of the Council shall 
tonstitute a quorum for the transaction of business. Unless otherwise specially 
provided in these Rules, all matters shall be decided by the majority vote of the 
members present at a duly constituted meeting. 

11. Appointment Committee-——The Appointment Committee shall advise and 
consult with the Chairman regarding the appointment of special Project Com- 
mittees and the members thereof. It shall also advise and consult with the 
Chairman with respect to the appointment of the Secretary-Treasurer. 

12. Agenda Committee——The Agenda Committee shal! consider each matter 
submitted to the Council in advance of the meeting of the Council. The com- 
mittee shall consider whether the matter is proper and advisable for Council 
consideration and shall report its views thereon as promptly as possible directly 
to the Council. The committee may consult legal counsel of its own choosing 
with respect to all matters referred to the committee for consideration and report. 
If the Council shall deem the matter proper and advisable for its consideration, the 
members of the Council shall proceed to take such action as may be appropriate 
under the circumstances. Any matter which any council member wishes to have 
considered by the Council shall be submitted in writing to the Chairman of the 
Council who shall, prior to any discussion by the Council, refer the matter to the 
Secretary or Director for approval or disapproval. If approved, the matter shall 
then be referred to the Agenda Committee for its report, as therein provided. 

13. Project Committees —Project Committees shall be appointed as needed, in 
accordance with paragraph 5, to undertake specific assignments for the Council. 
Members of the Project Committees shall be selected on the basis of their indi- 
vidual qualifications to deal with matters assigned to them by the Council. Such 
committees shall be dissolved when they have completed their assignments and 
all Project Committee appointments shall be for a term ending not later than the 
date of the next organization meeting of the Council. 

14. Minutes of meetings——Full and complete minutes of all meetings of the 
Council shall be kept by Department of Commerce representatives. Copies of 
the minutes of the Council, all reports of the committees, and all reports sub- 
mitted by the Council or by any of its committees shall be filed with the Secretary 
of Commerce, the Assistant Secretary for Domestic Affairs and the Director of 
the Aluminum Division. Copies of the minutes of the Council meetings shall be 
made available to all members of the Council, and copies of the minutes of each 
committee meeting shall be made available to all members of the Council and 
members of such committee. Any Council or committee member who feels that 
the Council or a committee has failed to give appropriate consideration to views 
or proposals presented by him at a regularly constituted meeting may make his 
viewpoint a part of the record of that meeting by submitting within 5 days of 
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the date of such meeting a written statement to the chairman of the meeting for 
incorporation in the minutes, 

15. Operating expenses.—Operating expenses of the Council and all of its 
committees shall be met from a fund to which contributions may be made by 
individual members of the Council and by companies engaged in the aluminum 
industry. At the Council’s first meeting in each calendar year, the Treasurer of 
the Council shall present a suggested budget for the ensuing year and expenditures 
for ordinary operating expenses during each year shall be limited to the amount 
approved by the Council at such meeting. 

16. Amendment.—Any Council member may propose any amendment to these 
Rules by filing a copy of the proposed amendment with the Secretary of Commerce 
or the Assistant Secretary for Domestic Affairs, and the Chairman of the Council, 
and, if it is included in the agenda, the Chairman shall present the proposed 
amendment for action by the Council at the next meeting duly convened after at 
least 10 days’ notice to all members of the Council of that purpose. To be 
effective, such amendment shall be approved by a two-thirds vote of those present 
provided that such two-thirds vote constitutes at least a majority of the entire 
membership of the Council. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
WASHINGTON, D. C. 
ALUMINUM TECHNICAL CONFERENCE, NOVEMBER 12, 1953 


Harry L. Smirn, Jr., ALumMinuM AND Magnesium Division, BDSA, Epwin A. 
Harris, Lignt Metaus Division, ODM, GoveERNMENT PRESIDING OFFICERS 


Industry representatives present: 
C. F. Nagel, Jr., Ahiminum Company of America, Pittsburgh, Pa. 
W. V. R. Gilbert, Aluminum Company of America, Washington, D. C. 
Louis Lippa, Apex Smelting Co., Chicago, IIl. 
Lawrence M. Brile, Fairmont Aluminum Co., Fairmont, W. Va. 
William J. Edmunds, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Ward Humphreys, Kaiser Aluminum & Chemical Corp., Washington, D. C. 
Harold C. Wilson, Revere Copper & Brass, Inc., New York, N. Y. 
Leo Howell, Revere Copper & ie Inc., New York, N. Y. 
Owen Snyder, Reynolds Metals Co., Richmond, Va. 
Maxwell Caskie, Reynolds Metals Co., Washington, D. C. 
Government representatives present: 
Department of Commerce: 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator. 
Everett G. Fahlman, Aluminum and Magnesium Division. 
Charles R. Hersum, Industry Advisory Committee staff. 
Richard Blaisdell, Office of Public Information. 
Rose Robins, summary writer. 
Office of Defense Mobilization: 
Paul A. Cooley, Procurement and Storage Standards and Directives staff. 
James P. Durkin, Assistant General Counsel. 
Other agencies: 
Raymond Eberly, Emergency Procurement Service, GSA. 
Dr. T. C. May, Office of Assistant Secretary of Defense (S. and L.). 
Col. R. P. Gentry, Department of the Air Force. 
Joe Willis, Small Business Administration. 


PURPOSE OF THE CONFERENCE 


The Aluminum Technical Conference, comprised of representatives from the 
aluminum producing and consuming industries, was held on November 12, 1953, 
under sponsorship of the Business and Defense Services Administration for the 
purpose of obtaining for the Office of Defense Mobilization industry’s advice as 
to the necessity for modifying stockpile specification P—62-R. 

Mr. Harry L. Smith, Jr. (Aluminum and Magnesium Division, BDSA), and 
Mr. Edwin A. Harris (Light Metals Division, ODM) were the Government 
presiding officers. 
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OPENING REMARKS 


BDSA Administrator Charles F. Honeywell welcomed the conferees and ex- 
pressed his appreciation for their interest and cooperation in assisting ODM, 
BDSA, and other Government agencies in the solution of a difficult problem. 









DISCUSSION OF STOCKPILE SPECIFICATION P-62-R 









Statement of the problem.—With resumption of aluminum stockpiling in the 
second quarter, several primary producers of aluminum requested and received, 
quarterly, permission to deviate more or less from stockpile specification P-62-R. 
The requests were based on inability of the companies to meet their stockpile 
commitments in conformity with P-62—R without depleting supplies to a level 
below that needed to fulfill other requirements, Mr. Harris explained. 

Aluminum stockpiling is a security measure, and the product wanted is the 
type that would be required by the industry should withdrawals from the stock- 
pile become necessary, Mr. Harris emphasized. On the other hand, if the speci- 
fication is unnecessarily high, perhaps it should be modified, he remarked, adding 
that the granting of special exceptions each quarter is not a straight-forward way 
of handling the problem and is a nuisance for both industry and Government. 

The problem, then, he continued, is to determine whether P—62—R should and 
can be modified without impairing either the rapid accumulation of a stockpile 
or the utility of the metal going into it. The problem should be viewed in light 
of the fact that the stockpile must be accumulated as rapidly as possible and in 
the least burdensome manner. 

Guidelines along which the matter might be considered, Mr. Harris suggested 
are the wartime product mix that might have to be produced from stockpile metal 
and the percentage of secondary metal (scrap) that would be included in a wartime 
metal supply. 

Mr. Harris then distributed the following list showing estimates of a wartime 
product mix. He explained that, because of security regulations, the exact 
tonnages needed in event of war could not be revealed, but he believed that the 
list, as drawn, would be helpful from the standpoint of determining purity of the 
metal that would be required. Some adjustments to the percentages shown 
may have to be made after studies are completed, Mr. Harris explained, but 
he doubted that they would be extreme. 



























Estimated wartime product mix (expressed as percent to total) 
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1 Estimates are that between 60 and 70 percent of this figure would be hard alloy and the remainder 
normal alloy. 











With respect to secondary metal, Mr. Harris explained, the figures assume that 
supplies of such material will follow the present-day pattern, which is very close 
to historical and which amounts to about 20 percent of the total. 

Mr. Harris foresaw at least one problem regarding the use of secondary metal 
in wartime. In the production of a so-called peacetime product mix, there are 
undoubtedly increased uses for secondary metal. However, the efficient use of 
20 pesent of the total metal supply in the form of secondary metal may be a 
problem in a wartime mix. It may be necessary to blend the secondary metal 
to make it usable, and this should be remembered in considering modification of 
_the specifications. 
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View of the Department of Defense—Dr. T. C. May (Office of the Assistant 
Secretary of Defense (Supply and Logistics) said that his Department has always 
felt that it is not competent to tell industry what quality of material it will need 
to meet military orders in an emergency. He also pointed out that the current 
specification was developed with the realization that large quantities of scrap 
would have to be sweetened and that efforts were made to specify the quality of 
material that would be most widely used. 

Views of aluminum producers.—A normal consequence attending the start-up 
of new plants, it was brought out, is the production of a substantial volume of 
metal which is not quite up to eommercial specifications because of its high iron 
and silicon content. Discarding such metal is uneconomical, and a common 
practice is to blend it with high-purity metal to make it usable. This constitutes 
a drain on high-purity metal supplies which are alsc needed to meet stockpile 
demands. The condition is temporary and is not expected to last beyond the 
end of 1954. 

Two producers reported that they have been Serseting iundee this handicap 
for the past year. One is bringing in another new plant in November and expects 
the new production handicap to prevail for another year. Both companies, 
under exemptions granted quarterly, have fulfilled their stockpile commitments 
with metal of at least 99.3 minimum purity and 99.5 average purity. 

Stockpile specification P-62—R, a conferee believed, is rather idealistic. He 
believed, however, that with new plants still coming in, it is unrealistic te expect 
the industry to produce metal of b62-R quality in sufficient quantities for both 
the stockpile and normal raw-alloy requirements for even a peacetime product 
mix. The requirement is even more stringent with the country still on a partial 
mobilization basis. 

In the best interest of the Government, the industry, and the public, this 
conferee strongly urged that during 1954 the industry be permitted to deliver 
to the stockpile metal of lesser purity than called for by P-62-R. He proposed 
the fcllowing alternatives: . 

(1) Complete elimination of the maxima of impurities. P—62—R now calls 
for a minimum aluminum content of 99.6 percent, but requires maxima of 
silicon and iron of 0.15 and 0.25 percent, respectively. To meet these 
specifications, a purity of 99.7 percent must be attained. To that extent 
P-—62-R is a misleading specification. 

(2) During 1954 the industry should be allowed to furnish metal to the 
stockpile in accordance with the exemption specification which is 99.5 
average purity and 99.3 minimum purity. 

(3) During 1954 the industry should be allowed to furnish commercial 
grade metal for the stockpile. 

Another conferee questioned the need for a stockpile specification of 99.6 
purity to manufacture the estimated wartime product mix as submitted by Mr. 
Harris. He suggested a minimum average of 99.6 purity rather than the 99.6 
minimum now required for stockpile metal. Maintenance of this average would 
require no reduction of the chemical properties, he claimed, adding that once 
the purity is settled no great problem would be presented by the iron content. 
He also pointed out that the production of 99.7 aluminum is almost automatic 
under the present 0.25 iron specification. 

Both of the above-mentioned conferees believed that no difficulty would be 
encountered in supplying the wartime product mix from metal of the lesser 
purity. The further suggestion was made that P—62—R should be reviewed to 
determine whether the 99.6 minimum is necessary as a permanent specification. 
One conferee felt that at least another year’s experience is necessary before the 
industry will be in a position to say whether P-62-R is too high or too low. 

Mr. Smith pointed out that, depending on when an emergency arises, more 
new plants than are now anticipated might have to be brought in. Thus, the 
problem of utilizing substantial quantities of low-grade metal would still be 
present, and a stockpile of high-purity metal would be needed to put such supplies 
in usable form, 

The third producer advocated that material going into the stockpile should 
be of a purity that would permit the use of substantial quantities of scrap while 
at the same time enabling the industry to produce 24-8 and 75-S metal. He 
favored relaxation of the purity standard only if the specifications for 24—S and 
75-S metal were altered as to strength requirements. This, he explained, would 
create engineering and design problems. Granting that some items in the wartime 
product mix do not require high-purity metal, he did not oppose stockpiling metal 
of somewhat lesser purity to meet specifications for those products. 
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In considering purity requirements for stockpile metal, this conferee urged that 
allowance be made for the utilization of scrap with a degree of contamination. 
He recalled the shortages of World War II when the industry had to use scrap 
that was generated principally in the aircraft industry. Considerable work had 
to be done in aircraft and other using plants to establish systems for reducing 
the amount of contamination that resulted particularly from using stainless steel 
scrap. Although a good job was done, contamination was not completely 
eliminated. 

Speaking on the iron content, the conferee pointed out that definite figures are 
available as to the amount by which an increase of x/1,000 percent lowers mechan- 
ical properties. It may be unrealistic to tie 0.25 maximum iron content to 99.6 
purity, he explained, since the result is 99.7 purity. He indicated his willingness, 
however, to have the minimum purity requirements eliminated completely as 
long as @ minimum iron requirement is retained. Limitation of the iron content 
is of great importance where production of large tonnages of 24-S and 75—-S 
material for aircraft is involved because of the quantities of scrap which are 
generated. Without a maximum iron content, it would be possible to use such 
scrap in only minute quantities. 

Another conferee pointed out that the necessity for having high-purity metal 
for special purposes is well recognized. He called attention to the fact that, 
within the foreseeable future, 18 plants will be turning out a full range of normal- 
purity production, some of which will average 99.6 or 99.7. He also pointed out 
that, without requirements of the stockpile from 1950 on, the industry would 
have had only a very modest purity problem had it been able to shift from peace- 
time to wartime production with an average of 99.5 purity metal. Recognizing 
the desirability of having metal of the highest purity attainable in the stockpile, 
the conferee emphasized that the tonnage needed cannot be obtained with a 99.6. 
minimum purity requirement. 

In discussing the feasibility of stockpiling blended metal, the conferees (pro- 
ducers and consumers) believed that such a practice would hamper operating 
flexibility since the blends might vary and could not be accurately identified. 
A range of grades in the stockpile would be preferable if they are accurately identi- 
fied. Another argument advanced against blending for stockpile is that it would 
be wasteful to the extent that future needs may not require such high-purity metal. 

Views of aluminum consumers.—In event of war, one company would be required 
to produce metal of the following specifications: Drawn tubing, 52-8 and 24-S; 
extruded shapes, 24-8, 75-S, and some 61-5; forgings, 14—S; soft alloy sheeting, 
25-S, 35-S, 45-S, and 50-8. It was suggested that the wartime product mix be 
studied with the idea of establishing 2 specifications, 1 for products requiring 
high-purity metal and 1 for products requiring metal of lesser purity. However, 
such material must be accurately identified. This segment of the industry uses 
a maximum amount of scrap in producing higher quality alloys. The iron content 
is important and, without assurance as to what it is, the industry would have to 
insist on high-purity pig. A suggested purity was 99.4 minimum and 99.6 average. 

Difficulty was reported in obtaining high-purity pig from primary producers 
who blame this situation on stockpile demands. 

Prime-products producers believed that the immediate problem might best be 
solved by having two specifications (P-62-R and the specifications authorized by 
the exemptions that have been granted), with material produced under these 
identified and segregated in the stockpile. The greatest concern of this segment 
of the industry is to know the type of material it is receiving. An average purity 
of 99.6 with a minimum of 99.3 would meet most requirements of this segment of 
the industry, it was thought. A practical solution might be to lower purity to an 
average of 99.5 or 99.6. This procedure, if adopted, should be with the clear 
understanding that material for the stockpile should be produced in conformity 
with P-62-R when possible; but, for an interim period, producers who are unable 
to meet the high-purity specification may fill 100 percent of their stockpile com- 
mitments with material of the lesser purity, properly identified. It was also 
proposed that the situation be reviewed again prior to the expiration of any 
interim period designated. 

As far as the smelting industry is concerned, the higher the purity of stockpile 
aluminum, the more material of lower grades this segment can make availabie to 
the industry, it was said. When shortages occur, there usually is a supply of 
low-grade materials that cannot be used for lack of high-grade metals with which 
to blend them. 

An average purity of 99.5 will take care of most smelters’ needs; 15 percent of 
the industry would be affected by the extremely higher grade. 
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Problems of storing and shipping stockpiled material—Mr. Raymond Eberly 
(General Services Administration) commented on the problems of storing and 
shipping stockpiled material. He explained that material received in the stock- 
pile is inventoried according to the specification under which it was produced and 
so identified when it is shipped. However, material marked 99.3 may be 99.375. 
The material is dispersed at points throughout the country, and a shipment may 
contain the grade but not the size of ingots wanted. 

Concluding remarks by Mr. Harris.—There is no way of telling when and whether 
withdrawals will have to be made from the stockpile, Mr. Harris said. Further- 
more, with changes and advances in technology occurring daily, it is difficult to 
determine what will be needed in the future. The advice presented by the industry 
will be most helpful in arriving at a solution to the stockpiling specification 
problem. 

Mr. Harris also asked the conferees to study the estimated wartime product 
and to submit any further comments they wish. 


REQUIREMENTS OF FUTURE STOCKPILE CONTRACTS 


After the first of the year, Mr. Eberly explained, all contracts for aluminum 
stockpile purchases will contain a provision requiring that 50 percent of the pigs 
shipped be of 50-pound weights. The remaining 50 percent may be in weights 
up to 2,000 pounds. 

The conferees felt that this was a rather stringent requirement, explaining that 
facilities for producing 50-pound pigs are limited. One conferee also explained 
that a review of sales records showed that, while small users are numerous, their 
consumption is exceedingly low. On the other hand, growth among the larger 
users suggests a conversion to larger pigs, and a higher supply in this category 
might be desirable. 

Mr. Smith suggested that, to arrive at a better ratio, it might be desirable for 
producers to furnish information on the relative proportion of small and large 
pigs supplied to customers and also consumed in their own plants. The conferees 
indicated that such information would be submitted. Mr. Eberly stated that, 
if necessary, the 50-percent small pig requirement for the first quarter could be 
waived pending receipt of the information from the industry. 


PRESS RELEASE 


Mr. Smith informed the group that a press release covering the conference 
would be issued by the BDSA Public Information Office in accordance with the 
usual procedure in such matters. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


WASHINGTON, D. C. 
MINUTES OF ALUMINUM INDUSTRY CONFERENCE, JANUARY 7, 1954 


Industry members: 

Lawrence M. Brile, Fairmont Aluminum Co., Fairmont, W. Va. 

*Lewis M. Burt, Youngstown Manufacturing Co., Youngstown, Ohio 
Carl H. Burton, Aluminum Smelters Research Institute, Chicago, Ill. 
A. P. Cochran, Chochran Foil Co., Louisville, Ky. 

8. D. DenUyl, Bohn Aluminum & Brass Corp., Detroit, Mich. 

John W. Douglas, Republic Foil & Metal Mills, Inc., Danbury, Conn. 
W. W. Doxey, T. E. Conklin Brass & Copper Co., Inc., New York, N. Y. 
Alfred Fortier, Clingan & Fortier, Inc., San Francisco, Calif. 

*H. A. Frutig, Aluminum & Magnesium Inc., Sandusky, Ohio. 
George A. Ginsburg, United Smelting & Aluminum Co., New Haven, Conn. 
Leo M. Harvey, Harvey Machine Co., Torrance, Calif. 
F. J. Koegler, Doehler-Jarvis Corp., Toledo, Ohio 

*David Laine, American Die Casting Institute, New York, N. Y. 
Phillip Lemelman, Aluminum Extruders Council, Washington, D. C. 
Louis Lippa, Apex Smelting Co., Chicago, III. 
Arthur Lowery, Wyman-Gordon Co., Worcester, Mass. 

*Frank R. Nichols, Nichols Wire & Aluminum Co., Davenport, Iowa 

*Leon A. Pankratz, Quality Aluminum Casting Co., Waukesha, Wis. 


*Not present. 
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*Howard Reasor, Metal Goods Corp., St. Louis, Mo. 
David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 
D. A. Rhoades, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
*R. J. Roshirt, Aluminum Industries, Inc., Cincinnati, Ohio 
R. W. Shaw, A. R. Purdy Co., Inc., Lyndhurst, N. J. 
A. W. Simpson, Western Die Casting Co., Emeryville, Calif. 
W. E. Sprackling, Anaconda Wire & Cable Co., Hastings-on-Hudson, N. Y.. 
Leonard Starr, Michael Flynn Manufacturing Co., Philadelphia, Pa. 
J. M. Stone, Aluminum Smelting & Refining Co., Ine., Bedford, Ohio 
*Robert P. Stranahan, Stranahan Foil Co., South Hackensack, N. J. 
Lowell S. Thomas, General Smelting Co., Philadelphia, Pa. 
=e Wall, National Association of Aluminum Distributors, Philadelphia, 
a. 
Donald M. White, Aluminum Association, New York, N. Y. 
D. Wilmot, Aluminum Company of America, Pittsburgh, Pa. 
Harold C. Wilson, Revere Copper & Brass, Inc., New York, N. Y. 
J. W. Wolfe, Non-Ferrous Founders’ Society, Chicago, II. 
Government attendance: 
Department of Commerce: 
Lothair Teetor, Assistant Secretary for Domestic Affairs. 
Carl F. Oechsle, Deputy Assistant Secretary for Domestic Affairs. 
Charles F. Honeywell, Administrator, Business and Defense Services 
Administration. 
H. B. MeCoy, Deputy Administrator, BDSA. 
William E. Haines, Assistant Deputy Administrator, BDSA. 
Harry L. Smith, Jr., Assistant Administrator, BDSA. 
Todd W. Wright, Special Assistant to the Administrator, BDSA. 
Paul Jordan, public information officer, BDSA. 
Wm. C. Truppner, adviser on materials allocations and production 
controls, BDSA. 
Everett G. Fahlman, Acting Director, Aluminum and Magnesium Divi- 


sion. 
Clyde M. Adams, Aluminum and Magnesium Division. 
A. A. Snow, Aluminum and Magnesium Division. 
M. Bailkin, Aluminum and Magnesium Division. 
W. Van R. Gilbert, Aluminum and Magnesium Division. 
John H. Kilby, Bureau of Foreign Commerce. 
Virginia Torosan, Bureau of Foreign Commerce. 
Rose Robbins, minute writer. 
Office of Defense Mobilization: 
Ted E. Enter, Director of the Continuity of Industry Divisions. 


MINUTES OF CONFERENCE WITH REPRESENTATIVES OF THE ALUMINUM INDUSTRY 
HELD at DEPARTMENT OF COMMERCE, WasHiNneTON, D. C., JANUARY 7, 1954 


PURPOSE OF THE MEETING 


A conference was held on January 7, 1954, with representatives of the aluminum 
industry to inform them of the activities of the Business and Defense Services 
Administration and the program of the Office of Defense Mobilization, and also 
to obtain their views on the following subjects: (1) Pre- and post-attack planning, 
(2) proposed DMS revisions, (3) collection and distribution of statistics, (4) 
effect of current export demand for aluminum scrap on domestic aluminum scra 
supply, (5) expansion goals, (6) Department of Defense directive of November 17, 
1953, regarding procedure for comparing long-range scarcities of certain materials 
for purposes of conservation, (7) marking of aluminum as proposed by the Depart- 
ment of Defense, (8) services which the Aluminum and Magensium Division of 
BDSA can perform in the best interests of the Aluminum Industry, and (9) other 
matters of interest to the industry. 

Mr. Lothair Teetor (Assistant Secretary for Domestic Affairs, Department of 
Commerce) presided. 

OPENING REMARKS 


After welcoming the group, Mr. Teetor introduced his deputy, Mr. Carl F. 
Oechsle; the Administrator of BDSA, Mr. Charles F. Honeywell; and the Deputy 
Administrator of BDSA, Mr. H. B. McCoy. All are from the business world 
except Mr. McCoy, who is a longtime career official. — 


*Not present. 
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Mr. Teetor also announced the promotion of Mr. Harry L, Smith, Jr., from 
Director of the Aluminum and Magnesium Division to the post of Assistant 
Administrator of BDSA. Mr. Smith is also from industry and is serving on a 
“‘without compensation’? (WOC) basis. Mr. Teetor expressed his appreciation 
i industry for supplying the Government with high-quality personnel on a WOC 

sis. 

Recalling the practice followed by President Hoover of consulting regularly 
with industry groups on problems of mutual interest, Mr. Teetor explained that 
the Department of Commerce is now reviving this practice. In considering pro- 
cedures, it was decided that the informal conference method would yield the best 
results since the conferees could be selected in accordance with the subjects on 
which advice is wanted. 

Today’s gathering, Mr. Teetor explained, is the first conference of this type for 
the aluminum industry. More are planned as the problems confronting the 
industry are unfolded. It is easy for Government officials, burdened with a 
mass of administrative problems, to become insulated from business problems, 
and the periodic exchange of views will do much to counteract such a situation, 
Mr. Teetor emphasized. He urged the industry to voice its views freely, not 
only on its direct problems but on such matters as taxation, labor legislation, 
distribution legislation, etc. Expressions from industry will help the Depart- 
ment to keep the road open for business, to foster free enterprise and free govern- 
ment. This administration, Mr. Teetor declared, is aware of the resourcefulness 
of business and has no wish to mastermind it. 

Mr. Teetor then described the agencies in the Department of Commerce which 
fall under the cognizance of the Assistant Secretary for Domestic Affairs, such as 
the Bureau of the Census, Office of Business Economics, and the Business and 
Defense Services Administration. This latter agency is comprised of 25 industry 
divisions of which the Aluminum and Magnesium Division is one. 


FUNCTIONS AND RESPONSIBILITIES OF BDSA 


BDSA, which was established on October 1, 1953, Mr. Honeywell expalined, 
has the following three major functions: (1) Implementing the Defense Production 
Act with respect to material allocations to assure production of military and 
atomic energy programs; (2) Mobilization base planning, which encompasses 
such matters as advising the Office of Defense Mobilization on stockpiling, tax 
amortization, expansion goals, industry evaluation, plant protection facilities, 
pre- and post-attack planning, etc., and (3) services to business. 

The 25 industry divisions of BDSA particpate most heavily in the afore- 
mentioned first two activities. Services to business stem mainly from BDSA’s 
Office of Technical Services, Office of Distribution, Office of Field Service, and 
Office of Small Business. The Office of Small Business serves‘as the Department’s 
liaison with the Small Business Administration. 

Mr. Honeywell noted that, at its peak, NPA, which was BDSA’s predecessor, 
had 4,700 employees. When the policy of decontrol was adopted by this adminis- 
tration, the activities were sharply contracted. This, of course, was accompanied 
by corresponding reductions in personnel and operating funds. Thus, when 
BDSA was established, it inherited but 350 people. An evaluation of BDSA’s 
function now shows that some increase in staff may be necessary to effectively 
conduct its essential activities. 

Major emphasis must, of necessity, be on defense and mobilization activities, 
Mr. Honeywell remarked, as BDSA’s prime responsibility is to maintain a state 
of readiness should an emergency arise. Heavy reliance is being placed by BDSA 
on men like Mr. Smith and others furnished by industry to the Government on a 
WOC basis. The Department already has a roster of 1,200 such men, scattered 
throughout the United States, who have served in one capacity or another in the 
War Production Board, the National Production Authority, or BDSA. They are 
thought of as a reserve officers corps to be activated in case of an emergency. 
Mr. Honeywell also called the attention of the conferees to the fact that included 
in the informal conferences such as this are representatives of trade associations 
and trade publications. Such groups can be of invaluable assistance through the 
background material which their staffs maintain at all times. 


COMMENTS BY ASSISTANT ADMINISTRATOR HARRY L. SMITH, JR. 


Mr. Smith urged all conferees to participate in the matters listed for discussion. 
He also urged the conferees to register their reactions to this meeting by letter to 
Mr. Everett G. Fahiman, Acting Director, Aluminum and Magnesium Division, 
BDSA, whom he introduced to the group. 
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DISCUSSION OF PRE- AND POST-ATTACK PLANNING 


Pointing out that, for the first time, this country faces the possibility of at- 
tack, Mr. McCoy emphasized BDSA’s responsibilities with respect to mobiliza- 
tion readiness and the role which industry must play in pre- and postattack 
planning. If an attack should occur, large-scale destruction of industry facilities 
can be expected. It makes sense, Mr. McCoy believed, for both Government 
and industry to think and plan about measures to be taken in connection with the 
protection of the industrial system, particularly key facilities which would be so 
important in time of emergency. Protection of facilities is primarily industry’s 
job, for it knows best what specific measures should be taken. The Government, 
for its part, has taken some steps to aid industry in this respect by providing 
incentives such as rapid tax amortization and by suggesting broad pre- and post- 
attack planning measures which each segment of industry may gear to its own 
particular needs. 

Judging from the experience of other industries who are already engaged in 
pre- and post-attack activities, Mr. McCoy believed that this industry would 
obtain the most effective results through the establishment of a task group com- 
prised of men with a thorough knowledge of the industry’s problems to consider 
the matter. 

In response to questions, Mr. McCoy explained that ODM has collected a 
wealth of material on pre- and post-attaeck measures and is preparing a guide- 
book which will tie in with the work of BDSA, which is considered the focal point 
in Government for industry. BDSA will make this book available to industry. 

Mr. McCoy also described the progress made by the steel industry and the 
chemical industry, both of which have established task groups on pre- and post- 
attack planning. 

Mr. McCoy called attention to the work of the Industry Evaluation Board 
with respect to pre- and post-attack planning. This board screens the indus- 
trial economy of the country with the purpose of indentifying from among the 
hundreds of thousands of products, services, and facilities those which are really 
key to defense mobilization, war production, and the supporting civilian economy. 
Industry is aware, he believed, that certain materials and products used exten- 
sively for military programs are produced in a limited number of places. The 
destruction of one or more of such facilities could seriously impede an important 
program. Ratings are assigned to such facilities and products by the IEB, and 
priority is given them in plant protection and resumption of production planning. 

Mr. McCoy explained that, while ODM and BDSA are concerned only with 
defense-supporting and civilian aspects of the program, these agencies work 
closely with the military to achieve the highest measure of coordination. 

After some discussion, the conferees unanimously advocated the formation of 
a task group on pre-and post-attack planning. Mr. Smith promised to consider 
the suggestion for appointing a member of the aluminum distribution industry to 
the group. The establishment of key points of distribution would be of utmost 
importance should producing and fabricating mills be disabled or destroyed by 
attack. 

Expressions by several of the conferees brought out that many companies are 
confronted with the prbolem of dealing effectively with subversive employees who 
are on their rolls. The presence of such subversives constitutes a threat to the 
operation of the industry in an emergency, and no effective method has been de- 
vised for dealing with such elements. BDSA officials explained that this was a 
proper matter for consideration by the proposed task group on pre- and post- 
attack planning. 

Mr. Smith said that the industry would be notified when the task group has 
been appointed. In the meanwhile, he asked that suggestions for the group’s 
consideration be forwarded to Mr. Fahlman. 


PROPOSED DMS REVISIONS 


Reporting on present plans with respect to the Defense Materials System, Mr. 
William C. Truppner (Adviser on Materials Allocations and Production Controls, 
BDSA) explained that, at present, the Nation, though not fighting a war, is spend- 
ing about $40 billion a year for maintenance of the Armed Forces and production 
of new weapons and equipment. The money, rather, is being spent to deter 
potential aggressors or to repel an aggression should one occur. 

Experience gained during past wars makes it clear that the Nation’s major 
military strength lies not in the quantities of weapons available at war’s outset 
but rather in the ability of the Nation to convert its peacetime industry to the 
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production of weapons after war begins. Such conversion can be accomplished 
through Government imposition of a production control system, Mr. Truppner 
explained. 

A control system, according to present thinking, should be geared to any 1 
of the following 3 possible situations: 

(1) If the eold war should continue without a resumption of hostilities, 
a controls system should provide for a streamlined operation from which 
90 percent of the paperwork has been removed. 

(2) If a situation similar to the Korean emergency should arise, then it 
would be necessary to provide a framework under which military production 
could be expanded after mobilization has been stepped up. 

(3) In case of all-out war, the controls system should be so conceived as to 
be capable of immediate effectuation. 

Thus, the proposed revisions to DMS call for (1) a stripping out of allotment 
paper through military prime and subcontractors. The procedure proposed will 
require prime contractors to maintain certain allotment accounts, similar to those 
kept at present but omitting the paperwork associated with passing down allot- 
ments to manufacturers of small bits and pieces. Instead, such manufacturers 
will be allowed to procure controlled materials on a self-authorization basis. 
For the aluminum industry this means a streamlined operation starting at the 
Department of Defense and ending with the aluminum user who places the order. 
(2) Continuation of set-asides for military and atomic-energy programs. (3) 
Maintaining, on a standby basis, a framework which will permit the Government 
to rapidly reactivate a system of quantitative allotments should a situation 
requiring such action develop. 

In summing up his comments, Mr. Truppner pointed out that the proposed 
revisions recognize the present relatively confortable materials situation as well 
as the wisdom of providing a mechanism assuring rapid action by the Govera- 
ment when needed to protect military and atomic-energy programs. 


GATHERING OF AND DISTRIBUTION OF STATISTICS 


Explaining that every effort is being made to keep reporting to a minimum, Mr. 
Fahliman pointed out that certain statistics must be gathered to get a fair picture 
of the aluminum situation. 

A questionnaire is being sent to the forgings segment of the industry to as- 
certain the types of forgings which were produced during 1953. Latest figures 
available concern 1952, when reporting was on a monthly basis. Commencing 
with 1953, reports will be on an annual basis. 

Mr. Fahlman also revealed that a letter was sent to the forging industry last 
December asking for information on current plant capacity (the latest reports on 
file being for 1952) so that appropriate steps can be taken in case of emergency. 

In the past, the industry had been submitting two forms—M-24B and NPA- 
122, Mr. Fahlman continued. It is now proposed to combine these into one form 
designated as BDSAF-122, copies of which were distributed to the conferees. 
The information requested is substantially the same as on the old forms but in 
line with the policy of minimizing the reporting burden, distributor information 
has been eliminated. 

Mr. Fahlman also called attention to the fact that section III of the form is 
limited to inventories of purchased scrap, primary pig and ingot unremelted, and 
secondary ingot unremelted. Furthermore, reports on unfilled orders have been 
eliminated from the report. 

Revisions to the form represent the consensus of a conference attended by 
ees from companies in the various segments of the industry, Mr. Fahlman 
explained. 

r. Fahlman invited the conferees to submit comments and criticisms on the 
proposed form. 

One conferee questioned the need for the information called for by section IIT. 
Mr. Smith explained why the information was needed and also pointed out that 
the matter had been thoroughly discussed with another representative of the 
ite company who had concurred in the inclusion of this section on a trial 

asis. 
PROGRAM OF THE OFFICE OF DEFENSE MOBILIZATION 


Colonel Ted Enter of the Office of Defense Mobilization was presented to the 
conference and he outlined that agency’s defense mobilization program. ODM’s 
responsibility is in the area of civil defense. It has established a staff dealing with 
continuity of Government under attack and one dealing with continuity of pro- 
duction under attack. 
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Policies and programs are being developed, Colonel Enter revealed, which will 
aid industry, in event of attack, to overcome the damage that might be suffered 
and to assure continuity of production of weapons and munitions so vital at the 
outset of hostilities. 

In a recent statement, the President pointed out that it must be concluded 
that Russia has the capability of atomic attack and that this capability will 
increase with the passage of time. It is also known that a 100-percent defense 
system is nonexistent. The Joint Chiefs of Staff recently have stated that about 
70 percent of an attacking force could penetrate the radar system. 

Should this country be attacked, industrial facilities would become prime targets. 
Thus, for the first time in history, American industry may have to face the problem 
of producing under attack if war should come, Colonel Enter emphasized. That 
poses many major problems, some of which only industry itself can answer. 

Extensive studies have been made of measures taken during World War II with 
respect to the protection of facilities and to their restoration after attack. While 
much knowledge has been gained, very little of it is applicable to the aluminum 
industry as such plants were comparatively unharmed. Damage inflicted by 
allied forces involved mainly powerplants and transportation facilities, Colonel 
Enter pointed out. 

In describing the damage to German facilities, Colonel Enter drew a comparison 
between the effort expended and the results obtained from the use of conventional 
and atomic weapons. For example, in a 3-day raid on Hamburg, Germany, 2,100 
four-engine aircraft were used to carry 7,200 tons of bombs; 75,000 people were 
reported killed or missing. The atomic bomb dropped on Nagasaki represented 
the equivalent of 20,000 tons of TNT and required only one B~29 for its delivery. 
The attack resulted in 100,000 people killed or missing and destruction of 5 square 
miles of the city. The newer atomic and hydrogen weapons are considerably more 
powerful than those used on Japan, and planning must be adjusted to meet the 
greater threat. 

Should war come, the country must expect and be prepared for small, unan- 
nounced, low raids, especially in coastal areas. Large raids, too, must be expected, 
and while in such instances enemy losses may be heavy, damage to targets, prob- 
ably both military and industrial, would probably be considerable. 

Colonel Enter displayed a series of charts which had been prepared on pre- and 
postattack planning. One chart showed the high concentration of industrial 
facilities and workers. Colonel Enter pointed out that such concentration is an 
invitation to attack, and that A-bombs in sufficient number to strike crippling 
blows are expected to be in enemy stockpiles in the near future. 

Thus, in future wars, industry will be in the front lines with industrial executives 
becoming industrial strategists. Decisions which industry must make in its 
preparation for attack do not differ greatly from daily business decisions. They 
would pertain to such matters as the worth of a protective measure in terms of 
continued production; whether the cost of the project would justify the benefits 
that would be obtained in terms of continued plant operation, employee safety 
and morale, etc. 

In the aluminum industry, although metal refineries are reasonably well dis- 
persed throughout the country, their size makes them targets. In case of a direct 
hit, Colonel Enter doubted that much could be done. However, in case of blast 
damage or a fairly good-sized miss, considerable restoration could be effected. 

The aluminum industry, Colonel Enter believed, would also be concerned with 
storage of raw materials, transportation, and power facilities. 

Studies indicate that planning can be segregated into the following three basic 
groups; certain measures can be taken immediately and others later: 

Group I: Preventive measures—to reduce industrial attack damage; 

Group II: Supply measures—to offset nonpreventable attack damage; and 

Group III: Reconstruction measures—to speed up the resumption of vital 
production._ 

Colonel Enter stressed the importance to the industry of providing alternate 
power-generating facilities, maintaining a reserve of the types of equipment which 
would accelerate resumption of production, adopting measures for the protection 
of moving equipment. Assessment of measures required to be taken and the 
adoption of a program to effectuate them may mean the difference between high 
aluminum production or an inordinate amount of down time. 

Colonel Enter also believed that the stockpiling of aluminum ingots is worthy of 
serious consideration. 

Many matters with which industry would concern itself in pre- and postattack 
planning are substantially the same as those encompassed in natural-disaster plans. 
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In emphasizing the importance of the aluminum industrv to the national defense. 
Colone! Enter pointed out that, in the last few years alone, the capital investment 
has amounted to $1.3 billion of which about $1 billion is subject to rapid tax 
amortization. 

He believed that the conferees had acted wisely in recommending the establish- 
ment of a task group on pre- and postattack planning. A task group could isolate 
industry problems which require Government aid. The extent to which aid 
can be given can be determined only when the problems are known. 

At the conclusion of his talk, Colonel Enter showed a Department of Defense 
film portraying the A-bombing of Hiroshima and Nagasaki. The conferees also 
received copies of a pamphlet entitled, “Suggested Post-Attack Production Meas- 
ures,”’ which has been published by the Office of Defense Mobilization. 


EFFECT OF CURRENT EXPORT DEMAND FOR ALUMINUM SCRAP ON 
MINUM SCRAP SUPPLY 


DOMESTIC ALU- 





Mr. Smith recalled the events in the aluminum scrap market which led to a 
meeting on November 6, 1953, between a group of secondary aluminum smelters 
and officials of the Commerce Department and ODM. It was brought out at 
this meeting that the psychological effect produced by the unqualified open- 
ending of exports in late September was a withholding of stocks from domestic 
smelters in anticipation of higher prices. Since the meeting, Mr. Smith reported, 
the aluminum scrap market has become less turbulent and, at present, prices are 
declining. He also revealed that earlier opinions that actual exports would be 
considerably less than the tonnage licensed have been confirmed by actual export 
figures for October and November 1953. In fact, the present rate of export 
shipments is only about 15 percent of the tonnage licensed, he added. 

omments from the conferees indicated satisfaction with the manner in which 
aluminum scrap exports are being handled. A representative of the aluminum 
smelters segment of the industry gave high praise to BFC and BDSA for their 
effective handling of this emergency situation. 

In discussing foreign requirements for 1954, Mr. Kilby explained that, on the 
basis of available information, U. 8. exports of aluminum scrap may possibly 
range from 12,000 to 15,000 tons. He inquired whether exports of such quan- 
tities would endanger domestic supplies. Conferees, however, were unable to 
answer this question because of the many factors involved. 

To safeguard the market from undue disruption, BFC was urged to continue 
its conservative licensing policy. 

Both Mr. Kilby and Mr. Smith welcomed information from the industry 
regarding any change that might occur with respect to supply and market condi- 
tions. 


EXPANSION GOALS 


In the Aluminum and Magnesium Division’s area of responsibility, the fol- 
lowing four goals are officially open, Mr. Smith announced. He explained that 
the Division must recommend approval or disapproval of applications for tax 
amortization certificates: 

91. Aluminum tubing, welded 

99. Forgings, heavy aluminum, aircraft 

134. Aluminum sheet, tapered 
177A and B. Aluminum sheet and plate and heat treating facilities 

The first three items mentioned above are dollar goals and, with the exception 
of welded aluminum tubing, they represent essentially the supplementary equip- 
ment which may be necessary in connection with the basic equipment, such as 
large presses, tapered rolling mills, ete., which may be required for the manufac- 
ture of forgings, tapered sheet, etc., for military use. The possibilities of welded 
tubing for military requirements are still uncertain and considerable further 
experimental work may be necessary before the practicability of this process is 
evaluated for proposed military application. 

In view of thees circumstances, Mr. Smith remarked, the Aluminum and Mag- 
nesium Division recommended on December 17 that the first three goals listed 
— be more or less held in abeyance until their need is supported by further 
study. 

The fourth goal consists of two parts: 177A for sheet and plate producing 
facilities and 177B for sheet heat-treating facilities. Part A has been certified 
up to very close to the amount of the goal. For part B, however, there is still 
a substantial amount of uncertified tonnage. 
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The entire problem of uncompleted goals, additional goals, ete., including 
expansion of blooming mill capacity, extrusion facilities, casting facilities, etc., 
is tied in with the restudy of mobilization requirements for aluminum in an all- 
out war which is being conducted now by the Department of Defense. The 
results of this study will figure largely in determining the need for additional 
capacity. 

Mr. Smith also revealed that the Aluminum and Magnesium Division, in 
collaboration with ODM, has made a study on fabricating capacities under all- 
out mobilization requirements. The results of the study are very enlightening, 
Mr. Smith remarked, adding that it is as accurate as possible in the face of un- 
certainties of the actual specifications which would be required in an allout war. 
The figures contained in this study are contingent on the restudy of requirements 
which is now being made by the Department of Defense, the group was told. 

A conferee asked what the study revealed regarding capacity for allout mobili- 
zation. Mr. Smith replied that capacity was determined for each individual 
product, based on the best product mix. It was found, in some cases, that 
capacity is far in excess of what might be needed. In others, more capacity may 
be needed. Mr. Smith explained, however, that all these findings may have to 
be modified after the Department of Defense completes its requirements study. 
Mr. Smith also stated that a decision on castings facilities will be made after the 
Department of Defense study has been completed. On the basis of present 
figures with respect to military requirements, Mr. Fahlman doubted that facili- 
‘ties for the production of sand castings will be adequate. 

Answering another question with respect to Canadian participation, Mr. Smith 
indicated that the matter is still under study. The conferees strongly urged that 
consideration be given to the expansion of American facilities before any long- 
term agreements are made with Canadian producers. After a rather lengthy 
discussion of the matter, Mr. Smith explained that the Government shares the 
industry’s view regarding expansion of United States facilities, provided it can 
be done on an economical basis. 

One conferee believed that it is essential to keep Canada in the picture from a 
defense standpoint. 

A conferee stated that independent fabricators wish to go on record as favoring 
expansion of facilities in their segment as well as in those integrated operations 
which could qualify under an expansion program. The conferee also indicated 
that with the rapid growth of integrated fabricators there is a need for expanding 
basi¢e supply sources. 

Mr. Smith again assured the group that additional or modified expansion goals 
will be announced when the Department of Defense studies have been completed. 


DEPARTMENT OF DEFENSE DIRECTIVE 


Copies of a Department of Defense directive dated November 17, 1953, on the 
subject of comparison of long-range scarcity of certain materials were distributed 
to the conferees. In explaining the directive, Mr. Smith remarked that this is 
the first attempt by the Government to determine relative scarcity. Mr. Smith 
pointed out that in the comparisons of metals, taking into account scarcity only, 
aluminum is in a very satisfactory position. 


‘MARKING OF ALUMINUM AS PROPOSED BY DEPARTMENT OF DEFENSE 


Recently, Mr. Smith reealled, the industry received from the Department of 
Defense a draft of a proposed marking procedure with a request for comments 
and recommendations to be submitted by November 18, 1953. The Aluminum 
Association has also been asked for comments and recommendations, and two of 
its committee considering the matter hope to formulate recommendations within 
a month or six weeks. The letter accompanying the draft asked whether the 
marking of metals as proposed would fit industry’s needs and whether industry 
favored such marking as a national marking standard. 

Of the 179 replies received, 132 favored the proposed marking procedure, and 
47 opposed them. Of the 47 negative votes, however, 28 were steel producers. 

Generally speaking, Mr. Smith believed, the Defense Department’s proposal 
conforms substantially to the procedure presently followed in the industry. 

Mr. Smith invited industry members to communicate with Mr. Gerard J. 
Marks, Standardization Division, Office of the Assistant Secretary of Defense for 
Supply and Logisties, Pentagon, Washington, D. C. 
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ADVICE ON SERVICES WHICH THE ALUMINUM AND MAGNESIUM DIVISION OF BDSA 


CAN PERFORM IN THE BEST INTERESTS OF THE INDUSTRY 





In response to Mr. Smith’s request for suggestions on the type of business 
services which the industry would like from BDSA, conferees indicated that they 
have had little opportunity to consider the matter. They believed, however, 
that as problems arise BDSA will consider them sympathetically. 

Both Mr. Honeywell and Mr. Smith urged the conferees to consider the matter 
further and to submit in writing recommendations on the types of services they 
would like to receive. Only by knowing the industry’s wishes can BDSA’s actions 
be most effective, Mr. Honeywell explained. 


VIEWPOINTS ON NATIONAL POLICIES 


As the representatives of industry in Government, officials of the Commerce 
Department frequently appear before legislative committees on legislation which 
may affect business directly and indirectly, Mr. Teetor explained. Such officials 
can do a more effective job if they are adequately armed with industry’s views. 
He hoped that the conferees could explore subjects such as the following at future 
meetings: 

Excise taxes.—Mr. Teetor understood that the Treasury Department is not yet 
in a position to make strong recommendations on excise taxes to the Ways and 
Means Committee. He believed that industry still has time to register its views 
on the subject. 

Mr. Testor reported that the National Association of Manufacturers has 
recommended uniform manufacturers’ excise taxes on all end products except 
food. The recommendation of the United States Chamber of Commerce, while 
not as firm, leans in the same direction. The Committee on Economie Develop- 
ment is reportedly opposed to any excise tax, as are retailers. 

The Department is anxious to cbtain this industry’s views on the subject, Mr. 
Teetor said. ; 

Mr. Teetor believed that the continuance of excise taxes could be considered as 
a foregone conclusion. He explained that the question to be resolved concerns 
the type of tax that will be imposed. He urged the industry, in considering the 
matter, to take a broad-gage view. Factors such as the uniformity of the tax, 
the products to be affected, and the level at which it should be imposed, that is, 
manufacturing, distributor, or retail, should be taken into account. 

Answering a question, Mr. Teetor stated that revenue obtained from excise 
taxes, including liquor, tobacco, etc., amounts to about $10.5 billion. 

A conferee referred to an article written on the subject of excise taxes by a 
Mr. Lawrence Harvey which he believed was worthy of consideration. 

The Renegotiation Act.—Many conferees urged repeal of the Renegotiation 
Act. They pointed out that reports required under it are burdensome. Many 
problems resulting from the act could be minimized or avoided if the military 
services took more care in awarding contracts and negotiating immediately on a 
cost basis. They complained of a lack of uniform treatment. Other conferees 
reported satisfactory experiences with the Renegotiation Board. One conferee 
likened the Renegotiation Act to another type of excess profits tax law. 

Mr. Teetor noted that some manufacturers—especially where production of a 
new product is involved and costs are unknown—have reportedly fared very well 
in their dealings with the Renegotiation Board. 

It was also brought out that renegotiation does not apply to all industry. 
For example, it does not apply to the chemical industry or to standard fabricated 
products. Some conferees believed, however, that it does apply to smelters’ 
ingots, 

Depreciation.—The conferees were gratified by the remarks of the President 
in his state of the Union message regarding the depreciation problem as it affects 
small business. The President’s recommendation that small business be allowed 
to depreciate two-thirds of the cost of equipment over a 5-year period will be of 
great help to the small fabricator. He will be relieved of the necessity of applying 
for certificates of necessity. 

_ Asked whether rapid tax amortization would apply in the rebuilding of obsolete 

aluminum plants, Mr. Smith explained that at present such assistance is available 
only for plants qualifying under the open expansion goals. Whether there will 
be more possibilities for tax benefits depends on overall mobilization requirements 
and the product mixes involved. 

Mr. Teetor anticipated that provision for some sort of accelerated depreciation 
formula, will be made in either the new tax regulations or the tax bill. Prevailing 
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opinion is that it is highly reasonable for greater depreciation to be allowable 
during the first few years of the life of a building ora machine. The straight-line 
method of depreciation appears to be most favored. 

Tariff and import situation.—The conferees expressed great concern over the 
importation of increasing quantities of fabricated aluminum products such as 
sheet, plate, bars, rod, and tubing selling at far below domestic prices. They 
doubted that costs to foreign manufacturers warranted such underpricing and 
expressed the belief that foreign producers were selling below cost to capture 
foreign markets. American industry, which operates under legal restrictions as 
to wages and hours, trade practices, etc., cannot meet this type of competition. 

It was also brought out that an aluminum plant is being built in Norway and 
financed with American money. Norway is reported to have made an agreement 
with Russia to exchange the output of this plant for Russian grain. 

Another complaint was that no imports could be obtained when domestic 
supplies were scarce. Recognizing the importance of United States participation 
in world trade, the conferees urged the establishment of a program requiring 
foreign producers to participate on a continuing basis. It was also pointed out 
that countries assisted by ECA are the heaviest exporters. 

Answering a question, Mr. McCoy explained that the President will make 
recommendations to Congress on tariffs after the Randall Commission has sub- 
mitted its report. The report and recommendations on minerals, which is being 
prepared by the Commission in collaboration with the Mineral Resources Com- 
mittee, is due on March 31, 1954. 

The President’s recommendations will be made in connection with the extension 
of the Trade Agreements Act, and they will propose procedures for handling 
tariffs. Congress, of course, may not accept the administration’s recommendation. 

A conferee stated that the Aluminum Association has submitted a brief to the 
Randall Commission calling attention to the self-sufficiency of the aluminum 
industry, the country’s dependence on it in wartime, and the importance of 
protecting it from foreign competition. 

Explaining that he is a member of the Mineral Resources Committee, Mr. 
Teetor asked if a tariff problem exists with respect to bauxite. The conferees 
explained that, in order to conserve domestic bauxite deposits as a stockpile, 
imports of this material should be encouraged. 

he present duty on bauxite is 50 cents per ton, the conferees explained, and 
urged that this be eliminated to encourage the flow of bauxite imports. Removal 
of this tariff will not affect labor, it was said, 

Labor legislation.— Answering a question regarding the position of the Depart- 
ment of Commerce on the Taft-Hartley Act, Mr. Teetor explained that the 
Department’s General Counsel, Mr. Stephen F. Dunn, and his staff are very 
ective in this respect, and their accomplishments have benefited employers 
greatly. 
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Government representatives present: 
Department of Commerce: 
Business and Defense Services Administration: 
Harry L. Smith, Jr., Assistant Administrator. 
Clyde M. Adams, Aluminum and Magnesium Division. 
Charles R. Hersum, industry advisory committee staff. 
M. P. Ford, summary writer. 
Office of Defense Mobilization: 
rae Connelly, procurement and storage standards and directives 


staff. 
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Other agencies’ 

Raymond Eberly, Emergency Procurement Service, GSA. 

Dr. T. C. May, Office of Assistant Secretary of Defense (8S. and L.). 
D. D. Blue, Chief, Light Metals Branch, Bureau of Mines. 


OPENING REMARKS 


R. G. Boyd, Director, Aluminum-Magnesium Division, opened the meeting 
explaining that this task group was constituted as a working group of the mem- 
bers of the Aluminum Technical Conference held on November 12, 1953, under 
the sponsorship of the Business and Defense Services Administration for the 
purpose of obtaining for the Office of Defense Mobilization industry’s advice as 
to the desirability of modifying stockpile specification P-62-R. Recommenda- 
tions submitted as a result of that Conference indicated that several differences 
still exist within the industry and the purpose of this meeting was to attempt to 
reconcile those differences. Mr. Boyd introduced the Government officials pres- 
ent and the industry members of the task group, then turned the meeting over to 
Mr. Edwin A. Harris, Chief, Light Metals Division, Office of Materials, ODM. 

Mr. Harris thanked the members of the task group for their attendance and 
called attention to a newspaper article on stockpile policy with regard to the 
development of a new concept for long-term objectives. Mr. Harris feels this 
article is significant of the fact that the present administration does not intend to 
minimize stockpiling. He was not prepared to comment as to how this might 
affect the aluminum stockpile objectives, but stated that the aluminum expansion 
program has this vear started to meet the requirements of the military, direct 
and indirect, civilian and stockpile, and show a surplus. The amount of total 
primary production going in stockpile at the present time is larger than ever true 
in the past. Twenty percent of total primary production goes in stockpile and 
specifications require that this be only top quality metal. Mr. Harris was of the 
opinion that this accentuates the problem to be discussed. 


DISCUSSION 





OF STOCKPILE SPECIFICATION 





P-6§2-R 


Mr. Harris explained that as a result of their request at the Aluminum Con- 
ference for further recommendations from the prime producers they had received 
3 suggestions, 2 of which were in close accord and the third not too far divergent. 
He pointed out that these suggestions were to be considered on the basis of the 
following two premises: 

(1) that the stockpile is being prepared to produce a wartime product 
mix in just about the proportions that were outlined at the Technical Con- 
ference; and, 

(2) that the percentage of secondary metal (scrap) that would be included 
in a wartime metal supply would be assumed to be 20 percent of total supply. 

Again these two premises the following recommendations from the prime pro- 
ducers were submitted for discussion: 

(1) The required wartime product mix could be satisfactorily met with a 
stockpile having an average aluminum content of 99.5 percent. 

(2) The required wartime product mix could be satisfactorily met with a 
stockpile having an average aluminum content of 99.6 percent, this average 
to be obtained at a point starting in the 3d or 4th quarter of this year, and 
until that time continue to accept 99.5 percent average with 99.3 percent 
minimum, 

(3) To meet these requirements the stockpile might be divided into 
2 parts, with 70 percent of the total to be in metal of the present P-62—-R 
specification, and the 30 percent balance to be in a new specification (desig- 
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nated P-63) which might have a maximum iron plus silicon content of 
0.50 percent and a minimum aluminum content of 99.5 percent. 

Mr. Harris stated that these three recommendations had been presented to the 
Interdepartmental Light Metals Committee and they had requested further 
counsel from industry. Mr. Harris further stated that the Committee’s chief 
comment is that in the recommendation for split specifications (No. 3 above) 
there appears to be an assumption that, by keeping purity up to levels as recom- 
mended, it would be possible to use a fairly large percentage of scrap; and that, 
in time of war, would be a desirable thing. However, Mr. Harris thought the 
scrap percentage on which this purity recommendation is presently based is in 
excess of the 20 percent figure for secondary metal which has been set up in 
ODM’s total supply column to meet full mobilization. Therefore, he thought 
that the purity recommended might slide the other way if geared to a 20 percent 
secondary factor, and requested industry’s recommendations for content under 
those conditions. 

One producer was of the opinion that the 20 percent figure was probably a 
little low. He thought consideration should be given to the fact that aircraft 
companies have been doing a great deal more machining of heavy sections than 
2 years ago. Another thought that the percentage of scrap would run roughly 
25 percent of the total—secondary plus primary. 

Mr. Harris pointed out there was a lot of extra machining now, but this may 
be sharply reduced with completion of the heavy press program, and stated that 
since it is difficult to come up with any figure that will stay fixed for any length 
of time, it was felt that 20 percent was a reasonable place to start. 

Mr. Smith commented that it is possible that in alloys other than 248 and 
75S one might use 40 or 50 percent scrap, whereas if you narrow the problem 
to 24S or 758 one would use 25 percent or less. 

Mr. Harris inquired if the percentage of secondary metal were pegged at 
20 percent would the producers feel that requirements of purity of stockpile 
would have to be changed. One industry man was of the opinion that it would 
have an effect. He pointed out that as a result of the war a high was reached 
last year where average iron content of market scrap was 0.49 percent and ranged 
up to 0.80 percent. 

In the discussion of a dual specification one producer thought that the proposal 
offered possibilities since a 70-30 percent ratio is what they would anticipate 
shipping against a 99.6 percent average. This producer expressed belief that to 
meet any average, shipments must be on the plus side. (This view was confirmed 
and emphasized by other producers.) A check of February shipments made by 
this producer against the 99.5 percent average revealed an average of 99.62 
percent. It was his thought that the stockpile can represent no better than the 
average purity of industry’s production without putting an undue strain on the 
aluminum economy. It was his opinion that the proposal of 70-30 would have 
nearly the same end result as establishing a 99.6 percent average purity in stockpile 
of the size presently contemplated. 

Another producer stated that they had at the last conference taken the position 
that a full range of product mix could be made with a range of grades from 99.3 
percent minimum up, with 99.5 percent average. Recent checks on their ship- 
ments to the stockpile revealed they have not shipped metal which could be used 
to make 75S and therefore he feels a dual specification is the solution. 

It was their thought that about 30 percent of the proposed product mix could 
be used for making strong alloys such as 75S and 24S and even though there is 
a high percentage of scrap, that is only 30 percent of the total discussed. They 
would prefer to have premium metal available with which to sweeten the serap. 
He feels P-62—R is cream of nonpremium metal. Premium metal of 99.8 aluminum 
carries a premium price of one-half cent over lower purity, and he doesn’t think 
it fair for the Government to insist that suppliers take off the cream of P—62—R 
to furnish metal to stockpile. He would propose a lower average bulk specification 
and higher average lesser specification for the purpose of sweetening scrap. 
He suggested that 20 percent premium metal (99.8 minimum) be stockpiled and 
paid for by Government at premium prices and 80 percent at a purity lower than 
P-62-R (99.5 average). The average of metal in stockpile other than that part 
of it which is premium metal should be 99.5 percent. 

One of the producers stated that they are presently shipping premium metal 
under Government contracts to stockpile and obtaining premium prices for it. 
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Mr. Eberly declared he was unaware that any of the producers were shipping 
premium metal, and upon being questioned, advised that GSA could set up a 
contract calling for premium metal at premium prices if known in advance. 

Dr. May stated he was under the impression that when P-62—R went into 
effect, 99.6 was classified as premium metal and that there had been no price 
change. He was advised that it had since been rescinded and 99.8 percent is 
quality on pig metal calling for a price of one-half cent premium. 

Mr. Harris then inquired as to whether the producers would, in any given 
quarter that GSA purchase contract were prepared on the 20-80 proposal, supply 
both grades concurrently. 

One producer stated that depending on conditions at the time and the amount 
of call they would on basis of 2d quarter experience be able to begin shipping 
with 3d quarter 20 percent premium and 80 percent at 99.5 percent average. 
He warned that there might be a strong possibility of some 99 percent getting 
in stockpile now however. 

Another was doubtful that the quantity required under the 20-80 ratio would 
give the final wartime product mix needed or whether this system would produce 
very many pounds of 99.8 percent minimum metal. He feels that stockpile 
should contain enough high-purity metal to permit making the high-purity 
alloys using scrap. He is doubtful that the system would work and suggested 
a ratio of 70 percent high purity with 30 percent remainder of lesser purity. 

The third producer was of the opinion that a two-way proposal would be even 
more unfair than adhering to P-62-R. The proposal of 20 percent premium 
metal with the rest 80 percent minimum purity would increase the premium 
metal required. He also felt the market situation would interfere with 80-20. 

Mr. Harris then pointed out that his concern in setting up a dual specification 
was that it is found to be relatively easy to get lower purity metal, but the pre- 
mium metal keeps getting pushed into the future. Mr. Harris asked at this 
point if it would not be material to discuss the inherent problems in the P-62-R 
specification before pursuing further the discussion as to the percentage of stock- 
pile to be of such specification purity. He pointed out industry’s comments 
from past discussions that the 0.25 maximum limitation on iron precluded some 
99.6-purity metal from otherwise meeting P—62—R specifications. He suggested 
that an adjustment in maximum iron to some point between 0.25 and 0.30 might 
not be too great a problem. Alternatively, he requested industry comment on 
a recommendation made by one producer that the iron and silicon be combined 
in the specification to a limiting total of 0.4 maximum. 

This latter proposal met with the approval of the producers; one withholding 
reservation, and it was recommended that P—62-R specification be revised to call 
for 99.6 aluminum content with an iron plus silicon combined of 0.4. 

Mr. Harris then questioned the producers as to what percentage of the stock- 
pile they would recommend to be of such revised P—62—R specification. Two 
producers recommended a 60—40 ratio and the third, 70-30. 

Mr. Harris then recapped the situation as follows: The three producers believe 
that something between 60-70 percent of total stockpile should be of a revised 
P-62—R specification with combined iron and silicon content increased to 0.4 
maximum, the balance of the stockpile (40-30 percent) to be a lesser specification. 
There is a slight difference in the thoughts of two companies in that one feels 
the latter percentage should be of 99.3 minimum (no average) and the other, 
99.6 average, 99.3 minimum. 

The three producers effected a compromise on the ratio of 65-35 and agreed 
to recommend as follows that the total stockpile should be of 99.6 percent average 
purity, with 99.3 percent minimum; of the total, 65 percent should conform to a 
revised P—62—R specification of 99.6 percent minimum aluminum with maximum 
iron and silicon content of 0.4, and total other impurities a maximum of 0.1 
percent. 

Mr. Eberly questioned as to what would happen to the percentage of iron and 
silicon in shipping 99.3 percent metal, and was advised it would work up to 0.7 
percent combined. 

Dr. May asked for industry’s comments on a single specification of 99.5 percent 
minimum with control on the iron and silicon content, rather than an average of 
99.6 percent where grades can slide as low as 99.3 percent. He pointed out that 
the 99.5 percent minimum was the recommendation submitted by two of the 
producers at the time P—62—R was adopted. 
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It was industry’s comment that this would not be as workable as the solution 
they had agreed to for the reason that a substantial proportion of production 
today is of 99.3 percent and 99.4 percent, and has a definite wartime use. Under 
his suggested 99.5 percent minimum, these grades would be definitely barred 
from the stockpile and they would consider it a waste of resources to supply 
plants that needed only 99.3 percent aluminum with 99.5 percent minimum. 
Industry further commented that in building a small stockpile it is vital that it 
be as pure as possible, but the larger stockpile now contemplated should be more 
representative of the overall total production. 


REQUIREMENTS OF STOCKPILE CONTRACTS 


Mr. Eberly requested the producers’ comments and recommendations as to 
whether contracts for aluminum stockpile purchases should contain the proviso 
requiring that 50 percent of the pigs shipped should be of 50-pound weights. 
He pointed out that this was no particular requirement of the stockpile and that 
industry should determine the question according to their needs. 

It was the concensus of the producers that 30 percent of shipments should be 
of 50-pound weights, with the remaining percentage in the larger sizes which 
were the general trend of industry. 

Stockpile storage problem.—The question of how metal was being stored in 
stockpile entered the discussion at various times. Mr. Eberly advised that 
shipments are received in carloads made up of lots of various grades and these 
are presently stored by the grade. He further advised that GSA has been re- 
quested to change to storage by lots. 

Industry was of the opinion that in time of call they would requisition in terms 
of needs and that would be by grade, and recommended continuation of storage 
practices which would permit shipment by grade. Mr. Harris stated that this 
problem was under separate study by the Government. 


CLOSING REMARKS 


Mr. Boyd brought the meeting to a close thanking the group for their advice 
and recommendations. He pointed out, however, that the Government must 
reserve its freedom of action with respect to adopting these recommendations and 
if need be, they would be requested to meet again for further consideration of 
any problems in this connection. 
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Government representatives present: 
Department of Commerce: 
Business and Defense Services Administration: 
H. B. McCoy, Acting Administrator. 
W. E. Haines, Assistant Deputy Administrator. 
R. G. Boyd, Acting Assistant Administrator. 
George Elliman, Adviser on Foreign Activities. 
William M. Martin, adviser on salvage and scrap. 
William C. Truppner, adviser on industrial mobilization controls. 
Richard Blaisdell, Office of Public Information. 
Charles R. Hersum, Industry Advisory Committee staff. 
Rose Robbins, summary writer. 
Aluminum and Magnesium Division: 
A. A. Snow, Assistant Director. 
Morris Bailkin. 
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John H. Kilby, Office of Export Supply. 
Virginia Torosan, Office of Export Supply. 
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Edwin A. Harris, Office of Materials, ODM. ; 
Dr. Timothy C. May, Office of Assistant Secretary of Defense (Supply 
and Logistics). 
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PURPOSE. OF THE MEETING 


The Aluminum Smelters Industry Advisory Committee met on April 29, 1954, 
to consider: (1) Organization and functions of the Business and Defense Services 
Administration, (2) the defense materials system, (3) the industrial defense 
program, and (4) to discuss the current excess of aluminum scrap exports over 
OnDOE and its probable effect on the domestic economy. 

Mr. Clyde M. Adams (Aluminum and Magnesium Division, BDSA) was the 
Government presiding officer. 


OPENING REMARKS 


After welcoming the committee members, Mr. Adams commented briefly on 
developments since the last meeting of the committee on November 13, 1952, 
calling particular attention to the decontrol actions on civilian production which 
had been taken by this administration, the dissolution of the National Produc- 
tion Authority and the establishment of its successor, the Business and Defense 
Services Administration. He then presented BDSA Deputy Administrator 
H. B. McCoy, who spoke on the organization and functions of the new agency. 


ORGANIZATION AND FUNCTIONS OF BDSA 


The Business and Defense Services Administration or BDSA as it is commonly 
referred to, consists of an Administrator, a Deputy Administrator, 3 Assistant 
Administrators, several staff offices, and 25 industry divisions representing sub- 
stantially every basic industry in the country, Mr. MeCoy explained. Its func- 
tions, as its name suggests, pertain to defense production and business services. 
The defense functions represent an aggregation of activities which must be 
pursued under provisions of the Defense Production Act and under delegations 
of authority from the Office of Defense Mobilization; the business service func- 
tions deal with fostering and promoting trade and commerce and are permanent 
long-range duties of the Department of Commerce. Generally speaking, BDSA’s 
functions fall into three major categories, namely: Defense production, mobili- 
zation preparedness, and business services. 

Defense production.—Aside from assuring proper supplies of materials for the 
production of military and atomic energy programs, this activity also involves 
the development of flexible procedures to meet current defense production prob- 
lems as well as those that might have to be dealt with in any future emergency 
that might arise. Even with the present limited activity in this area, BDSA, 
during the first 3 months of this year, was required to issue approximately 3,000 
special actions to keep military production on schedule. 
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Mobilization preparedness—Mr. McCoy distinguished mobilization prepared- 
ness activities from current defense production activities by pointing out the 
long-range nature of the former. In the National Security Act of 1947, which 
authorized creation of the Department of Defense, the President was empowered 
to carry on long-range planning activities’ for industrial and national security, 
Mr. McCoy explained. Under the reorganization plan executed last year, that 
function was lodged in the Office of Defense Mobilization, which is now a part of 
the Executive Office of the President. ODM, in turn, has delegated a large 
portion of this responsibility to the Secretary of Commerce, who has redelegated 
it to BDSA. These activities deal mostly with industrial preparedness and 
include: Developing estimates of defense supporting and civilian requirements 
and the facilities needed to supply those requirements under conditions of stepped- 
up or all-out mobilization, making recommendations on such matters as stock- 
piling, expansion goals, applications for tax amortization, industry evaluation, 
pre- and post-attack planning, ete. Mr. McCoy indicated that the Aluminum 
and Magnesium Division at some future date may call a meeting of the industry 
to discuss mobilization preparedness. 

Business services—The business services activities of BDSA are derived from 
the statutory function of the Department of Commerce of promoting, fostering, 
and developing commerce and industry in the United States. As interpreted 
by the Secretary, this function encompasses such matters as placing the view- 
point of business and industry before other agencies of Government whose 
actions may affect them. Mr. McCoy emphasized that the intention of the 
Department of Commerce is not to interfere with the normal functions of other 
agencies, but when another Government agency has responsibilities, which in 
some way, may affect the business community, the Secretary strongly believes 
that the views of industry should be considered by such agencies in the formula- 
tion of policy. BDSA is most anxious to be helpful either by presenting industry’s 
views to the proper Government agencies or by arranging for industry representa- 
tives to talk with the proper people in such Government agencies. 

Another business services function concerns the disposal of Government sur- 
pluses, especially of the military agencies. By working closely with the Assist- 
ant Secretary of Defense for Supply and Logistics, BDSA hopes that procedures 
may be evolved by which surpluses may be disposed with a minimum dislocation 
to existing trade as well as a good return to the Government. 

Another project pertains to getting the Government out of competition with 
private industry. Here again, the relationship which has been established with 
the Department of Defense is expected to bring good results. 

The matter of gathering statistics has also been closely scrutinized. The 
Department does not intend to duplicate statistics that are already being com- 
piled by industry. It will concentrate only on statistics that are needed for 
national purposes. 


MODIFICATION OF THE DEFENSE MATERIALS SYSTEM 


Simplification has been accomplished of the Defense Materials System (in 
operation since July 1, 1953) by the issuance of a set of revised DMS regulations 
which were made effective on April 1, 1954, Mr. William C. Truppner (adviser on 
industrial mobilization controls, BDSA) explained. This mechanism provides 
for the channeling of materials to the current defense programs, as well as for an 
orderly and rapid expansion of military and Atomic Energy Commission produc- 
tion and construction in the event of a new emergency. 

Under this new system, military contractors are assured of their actual material 
requirements to meet defense production schedules—but no more. Should cir- 
cumstances require an increase in defense production, the DMS, as revised, will 
assure that the maximum possible share of critical materials would remain for 
essential civilian use. . 

In his address to the Congress on the state of the Union, Mr. Truppner recalled, 
President Eisenhower said, ‘“The ability to convert swiftly from partial to all-out 
mobilization is imperative to our security.’”” To accomplish such rapid conver- 
sion, Mr, Truppner pointed out, necessitates a knowledge of materials require- 
ments for military production, together with a related set of production and 
material control procedures. 

The new DMS is essentially a preparedness measure. It provides the basis for 
keeping in readiness machinery to be put into immediate, effective operation in 
the initial stages of all-out mobilization, Experience in past emergencies has 
shown that from 9 months to a year were Seoted to establish a controls system 
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on an efficient operating basis. It is highly unlikely that such a period of time 
will be available for preparation should a state of emergency occur in the future. 

Fundamentally, the bMS requires only prime military and AEC contractors 
and a few of their suppliers of major components to maintain records of material 
allotments to cover 85 percent of the total material required for military and 
atomic energy production and construction, thus eliminating the maintenance of 
allotment accounting records for thousands of subcontractors. All subcon- 
tractors below the level of prime are authorized to use automatic preference 
ratings or self-authorization authority on their purchase orders. 

In summary, the defense materials system was revised so as to make it adaptable 
to meet any one of four possible contingencies: 

1. Continuation of the cold war with no increase in military production.—During 
a period in which the threat of armed conflict continues but a reasonably com- 
fortable supply of controlled materials exists, it is essential that the DMS pro- 
cedures be stripped to the barest minimum consistent with retention of a controls 
framework for war preparedness. This has been accomplished by substantially 
reducing the materials bookkeeping required of principal contractors, as indicated 
above, by providing for a simple identification of military and AEC orders for all 
subcontractors below the level of the prime. This in effect reduces the book- 
keeping chore required of military and AEC suppliers to one of very reasonable 
proportion. 

2. Armed conflict on a limited scale-—Should the United States engage in conflict 
short of all-out war, an increase in military and atomic energy requirements can 
be anticipated. The maintenance of the allotment flow from the ODM to the 
Defense Department and the Atomic Energy Commission, and from these agencies 
to the prime contractors would insure that the total amount of materials actually 
purchased by military suppliers could be approximately limited to their actual 
needs. By this means, the residual remaining for civilian use would be maximized 
so as to avoid to the greatest possible degree the necessity for extending controls 
over the entire civilian economy. 

3. All-out war with conventional type weapons.—Limiting the allotment pass- 
through and materials bookkeeping to the prime contractor and a few selected 
suppliers places a substantially greater responsibility for meeting military pro- 
duction schedules on the prime contractor. By making it possible for the prime 
contractor and many of his subcontractors to operate through a system of simple 
defense identification, military suppliers could rely much more heavily on their 
normal peacetime materials purchasing and production scheduling procedures. 
During the first year after M-Day, it is anticipated that this would prove to be 
a much more effective tool for achieving scheduled military goals than the systems 
employed in past emergencies. 

4. All-out war with bomb damage inflicted on continental United States.—In the 
event of bomb damage to units in the chain of military subcontractors, the flexi- 
bility provided by the revised defense materials system would make it possible 
for the military contractors to substitute new suppliers for any bombed-out 
links in their defense supply chain. The establishment of a simple identification 
system for military subcontractors will provide as much flexibility to the prime 
contractor in this eventuality as he possesses under emergency conditions during 
peacetime. 


THE INDUSTRIAL DEFENSE PROGRAM 


The term “industrial defense’ as interpreted by the Office of Defense Mobiliza- 
tion encompasses not only materials controls and allocation problems but also 
problems involved in assuring continuity of production should the country be 
subjected to enemy attack, Mr. William E. Haines (Assistant Deputy Adminis- 
trator, BDSA) explained. Matters which must be seriously considered are: 
plant protection, protection against espionage and sabotage, providing alternate 
sources of supplv, continuity of management, safety of personnel, and many other 
things. Mr. Haines referred to a pamphlet entitled “Suggested Post-Attack 
Production Measures,” copies of which had been distributed to the committee 
members, containing measures which can be undertaken by individual companies 
without large outlays of funds. 

Mr. Haines also referred to the film called Operation Ivy showing the first 
H-bomb explosion. The wide range of destruction resulting from this detonation 
has already been exceeded by subsequent tests, making the need for protective 
measures even more important. Although recognizing the overwhelming de- 
structiveness of atomic weapons, Mr. Haines expressed the belief_that through an 
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intensive program of Government-industry cooperation, the effects could be 
reduced to a considerable degree. He cited the success achieved through such 
efforts in connection with the administration of the controlled-materials plan 
during World War II. 

Industrial defense is primarily a voluntary program on the part of industry, 
Mr. Haines emphasized, and he predicted that, should war come to continental 
United States, the principal problem of the country will be continuity of pro- 
duction rather than the allocation of materials. In considering all factors, 
BDSA, through a working group assigned to this project, has endeavored to 
formulate a business-like program in terms of what can be done at the industry 
level. Practically all of BDSA’s Industry Divisions have appointed task groups 
to survey their respective industries and to suggest measures that can be taken 
first on an industrywide basis and then on an individual company level, as there 
are certain decisions which only management can make. Mr. Haines described 
studies made by the chemical industry, the photographic film industry, and 
others. , 

He further explained that this matter was being brought to the industry’s 
attention so that it could decide the extent of pre- and post-attack study which 
it should undertake. 


ALUMINUM SCRAP EXPORTS AND IMPORTS 


Background of the situation.—Mr. John H. Kilby (Director, Materials Division, 
Office of Export Supply, BFC) reviewed the aluminum scrap export situation, 
as follows. Prior to about a year ago, aluminum and aluminum scrap were 
closely limited by export quotas and other devices. As shortages began to dis- 
appear, however, it was decided to remove short supply limitations on exports 
of aluminum and aluminum scrap, retaining the licensing requirement to assure 
only that the material did not move to unfriendly destinations. Another reason 
in support of this decision was the fact that, historically, very little tonnage of 
scrap moved in export; a very heavy foreign demand was not anticipated. 

During the summer and fall following the removal of short supply limitations, 
exports of scrap were very small. Beginning in November, Scaniiers export 


tonnages of scrap began to rise sharply and imports began to decline. his 


development resulted in reports by industry members to both the BDSA and 
the Bureau of Foreign Commerce that the supply of scrap was becoming tighter 
and tighter and that the industry was experiencing difficulty in purchasing 
sufficient scrap for its requirements. Several formal pleas were submitted re- 
questing the reimposition of short-supply export controls. This combination of 
circumstances has led to the calling of this meeting so that the views of all con- 
cerned could be registered. 

Explaining the statutory authority for export controls on the part of the 
Government, Mr. Kilby pointed out that the purpose of the statute is fairly 
well defined; it limits the use of export controls only to the extent necessary to 
protect the domestic economy from the excessive drain of scarce materials and 
to reduce the inflationary impact of abnormal foreign demand; to further the 
foreign policy of the United States and to aid in fulfilling its international respon- 
sibilities; and to exercise the necessary vigilance over exports from the standpoint 
of their significance to the national security. 

Another unique feature of the current aluminum scrap situation, Mr. Kilby 
remarked, is the fact that surpluses of the prime metal involved, aluminum, 
exist in most of the countries of the world, including the United States. Thus, 
in considering the advisability of reimposing controls, the Government must 
consider many other factors besides the aluminum scrap situation. 

In outlining the procedure followed in determining export policy, Mr. Kilby 
explained that here again the statutory language is clear and provides that the 
Secretary of Commerce shall seek information and advice from the several execu- 
tive departments and agencies concerned with those aspects of United States 
domestie and foreign policies and operations having an important bearing on 
exports. The legislation further provides for consultation with industry. In 
line with this statutory mandate, an Advisory Committee on Export Policy has 
been created, whose function is to assist the Secretary in formulating export 
policy. This Committee consists of representatives from the Office of Defense 
Mobilization, Departments of Defense, Interior, State, Agriculture, Treasury, 
and others that are interested in the export problem. Therefore, the ultimate 
decision represents the composite thinking and views of all prime agencies of 
the Government with respect to exports. 















ALUMINUM INDUSTRY 


To further assist the Committee in its discussion, Mr. Adams distributed 
copies of a tabulation entitled “Aluminum Statistics 1946-March 1954” showing 
scrap consumption by type of scrap and by type of consumer; estimated recovery 
from scrap; imports and exports of scrap; net shipments of mill products and 
castings; domestic primary production; imports of metal and crude alloys, ete. 
With the exception of the data shown for January and February, all the other 
information on the chart has been published in one form or another, Mr. Adams 
said. 

Discussion.—The following facts pointing to the shortage of aluminum scrap 
were presented by a committee member with the support of the other members: 

1. eerie monthly scrap receipts by ASRI members during 1953 were 32.5 
million pounds. Average monthly scrap receipts for the first quarter of 1954 
amounted to only 26 million pounds, which indicates a 20-percent decline in 
purchases as compared to the same period last year. 

2. Despite lower scrap receipts, prices are higher than in 1953. Price, it was 
explained, was mentioned as a measure of shortage. 

3. In the first quarter of 1954, Aluminum Smelters Research Institute members 
booked orders exceeded scrap purchases by about 24 million pounds. 

4. Also in the first quarter of 1954, total ASRI inventories dropped 15 percent 
or 8.5 million pounds, indicating that ingot inventories were being used to make 
up the deficiency in scrap purchases. 

5. There is no evidence that all scrap available in 1953 did not move to con- 
sumption points. In other words, nothing indicates an increase in dealer pipe- 
lines. Reports from dealers indicate no change in this situation up to the present 
time. At present price levels, it was pointed out, dealers are not inclined to 
speculate beyond normal pipeline amounts. 

6. Another way of measuring scrap supplies is by reported shipments of wrought 
products, which are the source of new scrap. On the basis of current evidence, 
20 percent less new scrap can be expected in 1954. Resorting to the device of 
measuring the future by the past and allowing for a 15 percent decline in smelter 
business would, by itself, indicate a scrap shortage of about 57 million pounds. 

7. February exports amounted to about 5.7 million pounds. Projected to an 
annual basis, this would amount to about 68.4 million pounds. Compared with 
monthly figures of previous years, this represents an inordinate increase, to wit: 
1953, 8.8 million pounds; 1952, 2 million pounds; 1951, 2.9 million pounds; and 
1950, 1.6 million pounds. Fear was expressed that if present regulations are not 
tightened, exports might continue to mount. 

8. Aluminum scrap imports for 1953 amounted to 53.4 million pounds, including 
heavy imports from Germany (which will not recur) to help an acute situation. 
There is nothing in the world situation today to indicate that sizable imports 
may be expected during 1954, except possibly from Canada. Therefore, even 
if H. R. 8155 (H. R. 8833), allowing duty-free import of aluminum scrap, is passed, 
imports cannot be viewed optimistically. 

9. Another indication of the shortage of aluminum scrap is the report that prime 
producers have experienced difficulty in purchasing scrap during the past 30 days. 

10. The weight of evidence provided by the aforementioned yardsticks points 
only in one direction—down. Scrap is the only raw material of the smelting 
industry which is greatly concerned about the supply-demand imbalance. It was 
emphasized that the industry is not seeking Government assistance in the solution 
of its day-to-day competitive problems. On the other hand, it was pointed out, 
if there is any merit strategically or economically in having a healthy robust 
smelting industry, then there is merit in exploring the export situation, which is 
the one place where the Government can help. 

11. Viewing the overall aluminum metal situation, it seems apparent that the 
United States is not self-sufficient in this respect as evidenced by aluminum pig 
imports amounting to 57 million pounds in January of this year. A further 
indication of insufficiency is the contract for 600,000 tons of aluminum with a 
Canadian company plus contracts with others. All this despite Government- 
encouraged expansions in this country. 

12. During the early months of this year, with wrought product shipments 
low, domestic production was ample for the domestic industry. The difference 
between production and orders was consumed largely by the stockpile which also 
consumed considerable imported pig, plus, also, in effect, all scrap purchased by 
primary producers. If the strategic stockpile is considered necessary in the 
quantities in evidence and also from a strategic point of view, it appears incon- 
sistent to export scrap which must be replaced pound for pound with metal which 
could otherwise go to stockpile. 
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13. In the interest of remaining healthy and robest, if it is for the good of the 
country, the industry is disturbed that it should have been singled out to compete 
with the world for scrap. Italy, for example, has an ad valorem duty of 28 plus 
3 percent tax, and it is selling primary pig at 26.3 cents per pound. Germany’s 
tax is 12 percent and its primary pig is priced at 24.7 cents per pound. Japan 
has a 10 percent tax with a selling price of 29.63 cents per pound. The United 
States price for pig, however, is only 20 cents a pound. If a worldwide equality 
of ingot prices existed with respect to subsidies, tariffs, etce., a case for free trade 
might exist. But when these countries can pay prices such as 15% cents f. a. s. for 
cast and sheet; 18 cents for low copper clippings, 17 cents for mixed clippings, and 
from 12% to 14% cents for high zine borings, smelters in coastal areas, especially, 
are unable to compete for scrap by virtue of the ceiling on domestic ingot prices 
predicated on a 20-cent pig price as established by the primary producers. The 
net effect of this inequitable competition is to drain from the country the materials 
which smelters traditionally use to blend with higher grade, higher priced items 
as a means of properly pricing smelters ingot below primary producers prices. 
Also, the net effect will be a higher cost to the American public for the products 
made from this metal. 

14. Although smelters will probably be able to supply current needs of their 
customers during the summer lull, any sustained pickup in business will undoubt- 
edly bring with it many difficulties, especially if exports continue at the present 
rate or increase. The fact that smelters do not supply ingot, does not mean that 
ingot users will lack for ingot. It merely means that fewer smelters would 
survive. 

Several committee members reported that the heavy increases in aluminum 
scrap exports with accompanying higher prices charged for scrap, when it can be 
obtained, has caused not only sharp reductions in company profits but also losses. 
The industry is making a great effort to serve the hundreds of small foundries 
that have been accustomed to buying their ingot at the normal discount under the 
price of primary pig, but it cannot sustain losses indefinitely. The hardship has 
been most acute for smelters located in coastal areas, some of which are reported 
as operating at a rate of about one-third of normal. With the departure of winter 
shipping problems, smelters located in inland areas are also beginning to feel the 
impact of the scrap exports. 

The stepped-up scrap purchases by primary producers, about 20 million pounds 
per month, was also noted. Encouragement for such heavy consumption was 
attributed to the stockpile arrangement which enables the primary producers to 
operate their potlines at capacity. 

Attention was also called to the importance of the aluminum smelting industry 
in time of war as well as in time of peace. The industry will be destroyed, how- 
ever, if it must continue to be squeezed by the arbitrary price ceiling imposed by 
the price of primary aluminum on the one hand, and the lack of scrap on the other. 
A further factor contributing to the scrap shortage is the decline in scrap genera- 
tion which has resulted from contracting defense requirements and design changes. 
This, coupled with the disappearance of raw material imports, will cause a decline 
of about 15 to 20 percent, in the scrap supply. The members reiterated that with 
knowledge that a cumulative shortage is threatening the very existence of this 
industry, steps must be taken immediately to assure that this does not happen. 

The drop in inventories since last September was also noted, and it was pointed 
out that scanty inventories lower the operating efficiency of plants and raise 
costs. Furthermore, the foundries that purchase from smelters are all small- 
business organizations; they purchase their requirements as needed because they 
have not the financial ability for carrying inventories. Thus, to serve these 
customers, smelters must carry substantial inventories. 

Although scrap has been mostly exported to Italy and Germany, a recent 
requirement of 11,000 tons has been indicated by Japan. Should this requirement 
be met from United States supplies, the impact would be disastrous. Except for 
Canada and the United States, scrap supplies worldwide have been depleted, so 
that scrap exported can never be recovered by imports. 

Pointing again to the strategic nature of aluminum and the lack of self-suffi- 
ciency in this country to produce its aluminum requirements, the committee mem- 
bers questioned the propriety of substantially limitless exports. 

A committee member, whose plant is located in the South, reported that 
whereas, before, scrap generated in that area normally moved to northern markets, 
now at least 80 percent of the supply is moving in the export market. 

Rather than permit the export of scrap, the export of aluminum should be 
encouraged to reduce the surpluses, an industry member contended. He at- 
tributed the large foreign scrap purchases to the lower labor costs prevailing in 
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those countries. Thus, while providing employment for foreign labor, the 
unrestricted export of aluminum scrap is depriving American labor of employment. 

The heavy reliance which the Government places on purchases of primary 
aluminum from Canada may be greatly misplaced if, in a future emergency, 
Canadian plants are bombed out. With no smelting industry to depend on, the 
country would indeed be confronted with a serious situation. The smelting 
industry has served the country well in time of emergency and the Government 
has a duty to aid it in combating present conditions. 

Mr. Adams compared the present world situation on aluminum scrap with 
the conditions existing during the years 1948 and 1950, when huge quantities 
of aluminum scrap were eee Present conditions are just opposite those 
existing then and that, he believed, is why the price factor on both primary 
aluminum and scrap is a vital factor in this discussion. A committee member 
commented that the difference between those circumstances and the present is 
the supply of virgin production. The smelting industry, he added, has never 
shrunk from paying high prices for scrap when it was not confronted with the 
impediment of a ceiling resulting from the price of primary aluminum. If it 
had no price ceiling to contend with, the industry would not be seeking aid in the 
form of export controls. 

After further discussion, the committee unamimously recommended that 
exports of aluminum scrap be restricted, members advocating that monthly 
exports should not exceed 500 tons in any one month and others advocating 
that maximum amounts be established by the Government in the light of all 
circumstances. Mr. Everett Fahlman (consultant, Aluminum and Magnesium 
Division, BDSA) suggested that, in the interest of small foundries, exports 
be kept to a minimum if scrap prices rise by 1 or 1% cents. Even with existing 
prices, foundries are losing business to other competing metals. 

Answering a question, Mr. Adams explained that the committee’s comments 
and recommendations will be taken under advisement along with the views and 
recommendations of the aluminum scrap dealers and exporters who will meet in 
a few days. These will be considered by the Bureau of Foreign Commerce and 
others in the Department. Mr. Kilby believed that a decision may be reached 
in the matter in about 10 days. He cautioned, however, that the reimposition 
of short supply controls would not invalidate outstanding licenses. All such 
outstanding licenses will become much more effective than before, he commented. 

Expecting an opposing viewpoint from the exporters, a committee member 
urged that due consideration be given to the impact on the thousands of foundries 
from limitless aluminum scrap exports. Only a handful of exporters would be 
affected by a decision to impose short-supply controls. 

In response to a question, Mr. Kilby stated that the Bureau of Foreign Com- 
merce can curtail the issuance of licenses pending a decision. In fact, issuance 
of licenses was slowed down as soon as the February exports were noted. 


H. R. 8833 


Committee members called attention to H. R. 8833 (H. R. 8155), introduced 
at the request of the industry by Representative Church of Illinois. This bill 
provides for the suspension of tariffs on imports of aluminum scrap and, if passed, 
the industry hoped that foreign countries possessing scrap will be induced to export 
to the United States. The committee urged that both BDSA and the Department 
of Commerce support this measure. Mr. Adams reported that both already have 
gone on record in connection with this proposed legislation. 


SCRAP LICENSES ISSUED 


Because of the somewhat uncertain supply situation existing during the past 
few months, licenses for the export of scrap have been issued for 90 days rather 
than the usual 6-month period, Mr. Kilby explained. This is the minimum time 
considered necessary to complete an export transaction. The 90-day validity 
period was selected with the idea of giving the Government the greatest flexibility 
should the situation worsen. 

During the first quarter of 1954, the total tonnage licensed amounted to 16,000 
tons. Licenses issued during January have now expired, although some may 
have been extended. The level of requests for licenses has been fairly constant. 
On the basis of past experience, if a short supply quota of 1,500 tons a quarter 
is established, about 1,000 to 1,200 tons will probably actually be exported, 
Mr. Kilby remarked. 
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Mr. Kilby also informed the group that arrangements have been made with 
the Bureau of Census to speed up the compilation of export figures. All the 
April figures are expected to be compiled by May 15. 


OTHER DISCUSSION 


Kitchen utensils, fishing rods, and foil produced in foreign countries which 
import American aluminum scrap are being offered for sale in the United States, 
several committee members said. Some of the countries exporting these items 

ermit the importation of American aluminum scrap on a low-tariff or duty-free 

asis. Yet the same countries impose a high tariff on imported aluminum 
ingot. 


DEPARTMENT OF COMMERCE 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
WASHINGTON, D. C. 


SpectaL CONFERENCE OF ALUMINUM Scrap DEALERS AND Exporters, May 4, 
1954 
Industry representatives present: 
Alper Goldberg, Mars Metal Co., San Francisco, Calif. 
Ernest Lorch, Metal Reclaiming Co., Brooklyn, N. Y. 
Norman Ruderman, Kopelove Iron & Metal Co., Dayton, Ohio. 
Lewis Gordon, Samuel Gordon & Sons, Inc., Chelsea, Mass. 
J. R. Sternberg, Consolidated Hide & Metal Co., Asheville, N. C. 
Harry Gumpert, Brandeis, Goldschmidt & Co., New York, N. Y. 
Max Bluestone, Bluestone Metal Co., Pittsburgh, Pa. 
T. F, Carberry, Metal Traders Ine., New York, N. Y. 
E. P. Sawyer, H. F. Pollock & Co., Inc., New York, N. Y. 
Joseph Roth, Roth Brothers Metal Co., Inc., Syracuse, N. Y. 
Max M. Teisch, A. Strass & Company, Inc., New York, N. Y. 
Government representatives present: 
Department of Commerce: 
Business and Defense Services Administration: 
H. B. McCoy, Acting Administrator. 
W. E. Haines, Assistant Deputy Administrator. 
R. G. Boyd, Acting Assistant Administrator. 
George Elliman, Adviser on Foreign Activities. 
William M. Martin, Adviser on Salvage and Scrap. 
Charles R. Hersum, Industry Advisory Committee Staff. 
Maria Rotondo, Summary Writer. 
Aluminum and Magnesium Division: 
Clyde M. Adams, Acting Director—Government presiding 
officer. 
A. A. Snow, Assistant Director. 
Morris Bailkin. 
Bureau of Foreign Commerce: 
John H. Kilby, Director, Materials Division, Office of Export 
Supply. 
Rauer H. Meyer, Deputy Director, Materials Division. 
Virginia Torosan, Chief, Nonferrous Section, Materials Division. 
George Carter, Nonferrous Section. 
Other Agencies: 
mY: 7 Harris, Chief, Light Metals Division, Office of Materials— 
ODM. 
Dr. Timothy C. May, Office of Assistant Secretary of Defense (S. & L.). 
Ted L. Sweet, Chief of Bureau, Mines and Minerals, Foreign Operations 
Administration. 


PURPOSE OF THE MEETING 


A special conference of aluminum scrap dealers and exporters was called on 
May 4, 1954, to consider the following: (1) Business and defense services ad- 
ministration; (2) aluminum scrap exports and imports; and (3) summary of 
conclusions and recommendations. 

Mr. Clyde M. Adams (Acting Director, Aluminum and Magnesium Division, 
BDSA) was the Government presiding officer. 
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INTRODUCTORY REMARKS 


Mr. William M. Martin (Adviser on Secondary Material, BDSA) opened the 
meeting and referred to the rules applicable to meetings with groups of industry 
representatives governing its conduct. Special conferences, under the rules, may 
be held for the purpose of considering or obtaining advice or information on some 
specialized or technical problem. 

Mr. Adams introduced Mr. R. G. Boyd (Acting Assistant Administrator, 
BDSA) who briefly reviewed the organization and functions of VDSA. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


In behalf of Mr. Charles F. Honeywell (Administrator, BDSA) Mr. Boyd 
welcomed the conferees. He explained that one of the principal concepts of 
BDSA is to render a service to business. To this end, some of the key personnel 
in the agency are executives recruited from business and industry to serve for 
6-month terms on a without compensation, rotation basis. ; 

BDSA was established on October 1, 1953, after many consultations with busi- 
ness leaders and Government officials, and is composed of an Administrator, a 
Deputy Administrator who is a long-time career employee, 3 Assistant Adminis- 
trators, and 25 Industry Divisions representing nearly 500 various industries. 
These Divisions serve as a liaison between Government and industry in their day- 
to-day activities. Division Directors, most of whom are on loan from industry, 
bring industry viewpoints to Government and in turn take back to their repre- 
sentative industries Government views on industry matters. 

In addition to reactivating the services to business concept established by Mr. 
Herbert Hoover when he was the Secretary of Commerce in the 1920’s, BDSA 
retained the residual functions of NPA in connection with the defense program 
and industrial preparedness measures, These activities include: devising a 
simplified controlled materials plan or defense materials system as it is known, 
meeting stockpile objectives, approving applications for tax amortization certif- 
icates, implementing established expansion goals, and assuring a continuity of 
essential prodyction in the event of attack. 

BDSA also provides business and industry an opportunity to present their 
views to Government on current affairs and pending legislation affecting them, 
including labor and tax laws, foreign trade, Government activities in competition 
with business, and the collection and compilation of statistical data useful to 
both industry and Government. It is hoped that these services can be expanded 
with the least possible expenditure and that industry will consider BDSA a 
sounding board for its views and a focal point for Government assistance. 


ALUMINUM SCRAP EXPORTS AND IMPORTS 


Background.—Mr. John H. Kilby (Director, Materials Division, Office of 
Export Supply, Bureau of Foreign Commerce) summarized events leading to the 
convening of aluminum scrap dealers and exporters. 

When basic materials and primary forms became in relatively easy supply 
about a year ago, both domestic and export controls on aluminum in various forms 
and types were removed. Only a few necessary controls were retained on scrap 
exports, which had not been substantial prior to the Korean build-up, and which 
were more or less confined to European markets. Aluminum scrap was retained 
on the so-called positive list of exports requiring licenses as a security measure to 
prevent the material from moving freely to areas unfriendly to the United States. 

Last summer there was very little export trade in aluminum scrap, however, in 
the fall exports began to rise and imports to fall simultaneously at a rapid rate 
with applications for export licenses amounting to about 10 percent of United 
States consumption. Soon thereafter domestic consuming industries began to 
make strong representations of a short supply of aluminum scrap, culminating in 
a recommendation by the Aluminum Smelters Industry Advisory Committee on 
April 29, 1954, that the Government reimpose short supply export restrictions. 

This meeting was called to obtain information and advice from the suppliers 
and exporters of aluminum scrap in order that a sound and impartial decision 
may be reached by the Department of Commerce, Mr. Kilby informed the con- 
ferees. For their information, he outlined the procedure followed in determining 
export policy, explaining that the Department will consult with the various 
segments of the industry and conduct an intensive study embracing the views of 
the several executive departments and agencies concerned with United States 
foreign and domestic affairs. The Secretary of Commerce is enjoined by statutory 
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regulations to seek the information and advice of those agencies as well as from 
industry, the ultimate decision depending upon conclusions reached after a study 
of all the basic facts and viewpoints. 

Polling the conferees for views and recommendations of this segment of the 
industry, Mr. Adams assured them that their statements would not be attributed 
to them by name. 

Is there a domestic short supply of scrap.—Contrary to reports of aluminum scrap 
shortages by ingot makers, scrap dealers and exporters maintained that there is 
no critical shortage of material at present. They unanimously opposed any 
restrictions to free trade other than those required as security measures. Alum- 
inum supplies and dealer stocks are ample, the defense program is in no jeopardy, 
they said, and the imposition of export restrictions on scrap would aggravate the 
existing critical condition in the aluminum scrap market. 

Ingot makers’ complaints that aluminum scrap is scarce and that their business 
is being injured by exports of this material came as a surprise to the scrap dealers. 
Smelters claimed need for protection arises from a desire for exorbitant profits and 
a refusal to pay what scrap dealers consider the actual value of scrap. $ a result, 
export dealers have been driven to foreign markets. 

Packing for export and shipping to foreign countries is an expensive and burden- 
some process, it was pointed out, and scrap brokers have only recently resorted to 
exports on a large scale bec cause domestic smelters dropped their quotations by 
approximately 344 cents a pound. Moreover, smelters are competing among 
themselves on bids for scrap, one broker reported. 

Substantiating the argument that there is no short supply of aluminum scrap, 
another dealer maintained that an even better supply should be available because 
quantities of dormant material have accumulated over the last year. 

When the price of scrap dropped to 10% cents a pound in the late fall of 1953, 
dealers could no longer make it worthwhile for the collectors to handle aluminum 
nor for the housewife to save pots and pans for as little as 1 cent a pound. Nor- 
mally, scrap collectors prefer to handle copper or other nonferrous scrap which is 
less bulky and cheaper to handle than aluminum which is usually collected along 
with other scrap or for a price incentive. 

By raising the price for scrap to 12 cents or 13 cents a pound so that the collector 
can get at least 104 cents, allowing the difference for packing and shipping costs 
and profit margin, aluminum smelters and other consumers would provide an 
incentive for collectors and dealers to Supply both the domestic and export market. 
Scrap collectors dependent on aluminum for their livelihood will be put out of 
business should the domestic price of scrap continue to go down and restrictions 
be imposed on exports. 

A dealer from the Middle West reported that exporting is not economically 
feasible from that area. Whereas smelters in the area have maintained a price 
level for scrap acceptable to brokers, they prefer borings and turnings from a profit 
standpoint to higher grades of scrap. The dealer resorted to exporting when 
prices offered by smelters declined to uneconomic levels and only after cast, sheet, 
and clips were first offered to regular smelter customers who turned down the 
scrap. 

Relationship of steel and aluminum scrap.—Attributing the slowdown of alum- 
inum scrap flow to accumulations of scrap iron and steel, several conferees stressed 
the close tie-in between ferrous and nonferrous scrap collections. Motor vehicle 
crankcases, as a main source of aluminum scrap, for example, are not being used 
to generate reuse scrap if they are piled up in automobile wreckage which is not 
moving into scrap markets because of low prices. 

Foreign demand.—Exports during the last 6 months to three principal buyers 
(Japan, Italy, and West Germany) have declined in the past 2 months for a 
number of reasons, a conferee stated. Faced with serious financial problems, 
Japan is no longer in the market for aluminum scrap. Italy was importing in 
limited quantities and most exporters were disinclined to ship to that country 
because of numerous unjustified claims. And West Germany can import new 
ingot at less cost than scrap since import duties on ingot are only 4 percent higher 
than on scrap. United States exporters, on the other hand, cannot offer scrap at 
prices low enough to attract the German buyer because of packing and shippin 
costs. As a result, domestic consumers can expect a readjustment of the mark et 


in their favor, provided that free enterprise is given an opportunity to operate 
under the natural law of supply and demand. 

A typical example of what can happen in a free economy was the shift in the 
market for red brass mill brass from foreign to domestic purchasers. During 
the last 6 weeks, exports of brass scrap have diminished because domestic con- 
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sumers, starting with brass mills, began to pay prices in competition with ex- 
porters. Aluminum scrap exports, is was predicted, will be reduced likewise. 

Emphasizing that the aluminum scrap situation is only a temporary one, and 
that the exclusion of foreign customers from our export trade would have re- 
ciprocal repercussions in foreign countries who would turn to other sources of 
supply, conferees approved the present administration’s policy of a free economy 
and free trade. 

To clarify the extent of aluminum scrap exports, Mr. Kilby read the following 
figures compiled by the Bureau of Foreign Commerce: 





Exports (ex- 
Period clusive of Country of destination 
Canada) 
1953: | Short tons 
POG nthe bit pitibtsacherd 64 | 33, Japan; 28, United Kingdom; 3, other. 
FI a cate acia leceeas 177 | 155, Japan; 22, Italy. 
ERA cn aikinnchs asda 205 | 197, Japan; 8, "Philippines, 
Septembe?................- 423 393, Japan; 30, Haiti. 
QGROUEE § vide ccstesdsecnsésx 800 6009, Japan; 25, West Germany; 72, Italy; 34, United King- 
om. 
POON ns So scedtenec ns 983 | 636, Japan; 192, West Germany; 83, Netherlands; 72, Italy. 
LR 1, 689 | 689, West Germany; 577, Japan; 377, Italy; 46, Netherlands. 
12 months total__.......- 4, 460 2,660, Japan; 906, West Germany; 543, ial, 156, United 
Kingdom; 129, Netherlands; 55, Haiti; 8, Philippines; 3, 
other. 
1954: | 
IEG os ic caxipencmnnaints 1, 645 7%, ao Germany; 470, Japan; 415, Italy; 16, Haiti; 3, 
uba. 
WORN 5 essen. dd 2,851 | 1,208, West Germany; 884, Italy; 644, Japan; 70, Nether- 
lands; 45, Haiti. 
March (preliminary) -....- | 2,369 | All foreign destinations (except Canada). 


Conferees explained that these figures represent shipments of old orders and 
that June shipments will reflect the drop in export demand. The dock strike 
in New York City also delayed shipments of old orders, however, no new orders 
are presently booked for export, despite reports that applications for export 
licenses have been received by Commerce at substantial rates through March. 

Exporis versus imports.—Citing export-import figures published by the De- 
partment of Commerce, an exporter pointed out that imports of aluminum scrap 
in 1953, totaling approximately 53 million pounds, were about 4% times total 
exports of 9 million pounds. This ratio has remained constant since 1939, and 
exports exceeded imports for the first time in January and February of 1954. 
At the same time, only 10 percent of total United States aluminum scrap con- 
sumption is being exported and there is no danger of the ratio becoming dis- 
torted, in view of collectors’ statements with regard to quantities of dormant 
scrap, if the price is right. The fact that imports of scrap have dropped to almost 
a third the quantities imported in the last quarter of 1953 would indicate that 
the domestic demand has been met. 

Discussion of case presented by the aluminum smelters industry.—Pointing out 
the wide range of geographic areas represented at the conference, aluminum 
scrap dealers and exporters refuted the argument that a shortage of aluminum 
scrap exists by virtue of export activities. By way of illustration, they reported 
instances of exporting done by secondary smelters themselves. 

While scrap inventories have turned over at a faster rate during the last 3 
months, this was accounted for by a higher intake and a lower net price. Large 
inventories cannot be maintained by scrap dealers because aluminum scrap is 
expensive to store. It is generated only to the extent that an individual dealer 
ean afford to pay for the services of auto wreckers, scavengers, and collectors. 
With the present lull in the iron and steel scrap market, automobiles are not 
borken up, and with the current low price for scrapped pistons, the aluminum in 
them is not salvaged and is chewed up at the foundries along with the motor 
block. Weather conditions also affect the generation of scrap—more scrap 
coming out in the spring and summer months. 

With regard to a report of the Aluminum Smelters Research Institute for the 
first quarter of 1954 that booked orders exceed scrap purchases by 24 million 
pounds, conferees believed that the decline in scrap purchases by the aluminum 
smelters industry is due to price cutting within the industry, use of inventories, 
stretchout of deliveries, lack of new orders, and decreased demand from the steel 
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industry. Normally, the steel industry demand for deoxidized grades of alum- 
inum from smelters constitues a part of their business. Smelters are also losing 
ovt to exporters on scrap business by offering lower prices. Whereas exporters 
are currently paying 15 cents a pound for the collection of old aluminum scrap, 
secondary smelters, having used up their inventories, are hoping to replenish 
them at a depressed price of 10% cents a pound. 

Questions of internal competitive conditions, supply-demand imbalances, 
and market conditions resolve themselves, it was maintained. If a weak market 
exists for primary and secondary ingots, there is no demand for scrap and it will 
not be generated. Scrap dealers must therefore turn to other, more profitable 
outlets to survive. If the demand for scrap by secondary ingot producers is 
accompanied by the right price, scrap will be brought out, however, both primary 
and secondary ingotmakers have reported a weak market which would not in- 
dicate a sharp rise in production or demand for scrap. In addition, a slowdown 
in the aluminum industry is producing reports of expected future short supplies 
of production scrap. In times of accelerated production, there is actually an 
excess of aluminum scrap because production scrap always exceeds consumption. 

Cries of shortage, if heeded, would only serve to put an umbrella protection 
over the aluminum smelters industry at the expense of scrap dealers and exporters, 
and hindrances on the free export of aluminum scrap would not be in the best 
interest of the aluminum industry as a whole. 

Asked to comment on reported competition between the primary aluminum 
and aluminum smelters industries, conferees replied by asking whether consumers 
of primary and secondary ingots have complained of shortages. The 3-cent 
differential in price between virgin pig and secondary ingot apparently is not 
causing shortages in any forms or types which are in plentiful supply. Consuming 
industries are deferring purchases because of a falling off in durable-goods business. 

Conclusions.—Conferees concurred in the opinion that no critical shortage 
of aluminum scrap exists and that smelters have forced the development of export 
markets by dropping the price for scrap 3% cents a pound. A continuation of the 
present business upsurge should release scrap now dormant and price problems 
should adjust themselves in a free competitive market as they did in the case of 
copper scrap. On the other hand, the imposition of artificial controls at this 
time would be considered a grave error by scrap dealers and exporters. 

In view of difficulties in sustaining exports to the three principal foreign 
countries, conferees predicted that the export market will dry out over a period 
of time, returning the domestic market to its former advantageous position. 
They pointed out a 3-months’ lag in the preparation of scrap which must be 
considered in relation to present scrap supplies. 


SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


Conferees concluded that— 

(1) A domestic shortage of aluminum scrap, if existent, is only temporary. 

(2) Plentiful supplies of dormant aluminum scrap can be made available 
upon a satisfactory price adjustment. 

(3) Demand for scrap from the aluminum industry is down. 

(4) Orders for export are also off and future shipments of aluminum scrap 
will reflect this downward trend. 

It was the recommendation of the group that, barring unforeseen events or 
a worsening of existing conditions, no quota or other restrictions, other than 
those now in effect for security reasons, be invoked on the export of aluminum 
scrap. 

an opportunity to again discuss the problem prior to any contemplated action 
was also requested by the conferees. 

Mr. Adams assured the group that BDSA will not take any precipitous action 
without consulting other Government agencies, but he declined to make any 
commitment for further consultation with this group or give them any advance 
notice of any contemplated action. He assured them that their views and recom- 
mendations would be given careful consideration and again reminded them that 
this was their opportunity to present their views and recommendations. He 
thanked them for their time, trouble, and expense in coming to Washington. 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, WASHINGTON, D. C. 


MINUTES OF THE MEETING oF ALUMINUM INDUsTRY Task GRouP ON INDUSTRIAL 
Derense, May 20, 1954 
Industry attendance: 
Wiser Brown, Aluminum Company of America, Pittsburgh, Pa. 
Robert F. Buechner, Anaconda Aluminum Co., New York, N. Y. 
Louis Lippa, Apex Smelting Co., Chicago, Il. 
G. A. Schwenk, Bohn Aluminum & Brass Corp., Detroit, Mich. 
S. Keith Linden, Harvey Machine Co., Inc., Washington, D. C. 
James D. Post, Republic Foil & Metal Mills, Danbury, Conn. 
D. J. Hedgecock, Reynolds Metals Co., Richmond, Va. 
Government attendance: 
Department of Commerce: 
Business and Defense Services Administration: 
W. E. Haines, Assistant Deputy Administrator. 
R. G. Boyd, Acting Assistant Administrator. 
John H. Redmond, Consultant to the Administrator. 
Harry L. Smith, Jr., Consultant to the Administrator. 
Dudley A. Hendrick, Adviser on Industrial Defense. 
George T. VanderHoef, Assistant Adviser on Industrial Defense. 
Clyde M. Adams, Acting Director, Aluminum and Magnesium 
ivision. 
A. A. Snow, Assistant Director, Aluminum and Magnesium Division. 
M. P. Ford, summary writer, Aluminum and Magnesium Division. 
Other Government agencies: 
James L. Farrell, Assistant Chief, Program Division, Financial Policy 
Activity, ODM. 


Mr. Adams welcomed the group and introduced Mr. Haines (Assistant Deputy 
Administrator, BDSA) who set forth the purpose of the meeting. He pointed 
out that the big problem of World War II was how to divide the scarce materials 

ie, but that if we should receive an atomic attack and the United States were to 
come a battleground the resultant industrial defense problems would dwarf all 
previous allocation problems as important as the latter may be. He explained 
that certain industries, through task groups, have approached the industrial 
defense problem by preparing booklets such as the Seipteency and Disaster 
Planning booklet prepared by the Chemical Division for distribution to the 
chemicals industry. e advised that ODM has questioned whether BDSA 
should encourage industry task groups to continue further work along these lines. 
It is BDSA’s opinion, he stated, that many more such booklets would produce a 
high degree of redundency and, in view of the fact that ODM is in the provess of 
printing a guidebook in industrial defense, they felt that further efforts along 
these lines should be discouraged except where special circumstances within an 
industry call for a tailormade document. Mr. Haines went on to explain that the 
working group of BDSA’s industrial defense program, in their study of industrial 
defense problems, have selected three which they consider of utmost importance 
for consideration by the various industry task groups. They are as follows: 

(1) Stocktaking.—Mr. Haines suggested that it would be most desirable if 
the task group could conduct an inventory of what the aluminum companies 
within the industry have already done along the lines of industrial defense. 

(2) Company plans.—lIt is considered vital if the group could in some way 
endorse the idea of company plans, and then take steps, if possible, to en- 
courage development of fo plans by each company. These plans should 
include the so-called nuts and bolts aspects of facilities protection and the 
broader concept of continuity of management. BDSA is firmly con- 
vinced that no amount of Washington talk or Government booklets will pro- 
tect facilities owned by private management. 

(3) Concentration and dispersal planning.—The task group should inquire 
into the concentration problem within the industry and decide what should 
be done and how. Mr. Haines was of the opinion that there are very few 
“hot” industries that don’t have some kind of concentration problem, and 
he pointed out that mass movement would require a change in Government 
policy. As an example, he cited the action of the photographic industry 
whose concentration problem is very serious. They have prepared a very 
complete analysis of the problem and have proposed a stockpile program 
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as the solution. Mr. Haines advised that their proposal will be submitted 
to ODM for decision. 

In conclusion, Mr. Haines pointed out that the Postattack Production Measures 
booklet might contain several appropriate measures for the group’s consideration 
other than the three emphasized by him, and requested the task group to line up 
industrywide problems for the industry advisory committees to work on and plan 
an agenda for future meetings. 

Mr. Adams then introduced Mr. John Redmond of the Koppers Co. and asked 
him to tell the group about the plan his company has developed. Mr. Redmond 
explained that at the time of the Korean incident the Koppers Co. took inventory 
of their situation and concluded that they were lacking both in their safety plan 
and industrial mobilization plan in effect at that time. Because of their additional 
needs, a defense security plan was developed which is comprised of five sections. 
The first three are general information and procedures; the fourth, objectives, 
policies and defense hazards; and the fifth, procedures necessary for achieving the 
objectives and policies of the plan. Mr. Redmond listed the objectives as follows: 

(1) To safeguard company facilities from enemy attack, espionage, and 
sabotage. 

(2) To insure uninterrupted operation of designated facilities which are 
considered vital. 

(3) To establish physical security standards and procedures for key facil- 
ities to meet Government requirements on defense contracts. 

(4) To establish security standards and procedures for all other facilities 
to meet requirements of the local situation peculiar to the individual plant. 

Implementation of the overall plan is broken down into three phases, as follows: 

The first phase (which has already been effected) is the accomplishment of 
things which could be done immediately with available materials and a 
nominal expenditure of funds such as extending and strengthening the safety 
program and improving maintenance practices. Carrying out this phase of 
the plan involved a nominal expenditure and, in many instances, a recouping 
of money spent. 

The second phase is the type of action desirable, but of a:nature that cannot 
be put into effect until enemy attack because the amount of money involved 
is an expenditure that cannot be assumed as a prudent business venture. 
This includes special proteetive structures and evacuation of personnel from 
industrial centers to fringe areas. 

The third phase is to be accomplished in event of attack and declaration of 
war is made. This involves moving to emergency headquarters in event 
Pittsburgh is bombed and the Koppers Building is destroyed. 

Mr. Redmond expressed the thought that the Koppers Co. considered the time 
involved in developing the defense security plan was well spent as they feel they 
are a much stronger company now. They have gained a number of advantages 
in carrying out the plan such as a much more thorough inventory of key personnel 
available and what is needed to get them ready for greater responsibilities. 

Mr. Redmond’s talk was followed by a general discussion of the Koppers plan 
with questions as to whether Civil Defense and neighboring and allied industries 
were to be consulted in formulating plans. The need for greater coordination with 
Civil Defense and their lack of qualified leaders was stressed. Other topics dis- 
cussed were: (1) Manpower—whether Governments would insure availability of 
labor for rebuilding and operating plants; (2) coordination of various Government 
stockpile programs; (3) availability of financial assistance from Government for 
rebuilding; (4) current internal sabotage problems and legislation now before the 
Congress; (5) Civil Defense postattack limitations on travel; and (6). necessity of 
storage of emergency supplies—what will be available from Civil Defense. 

The group was advised by Mr. Hendricks that the first three subjects were 
presently being studied by ODM policy committees. He urged the group to 
present their recommendations for forwarding to these committees. 

Mr. Adams called for suggestions as to what the aluminum task group could 
do to spotlight the need for industrial defense within the industry. The following 
three suggestions were received: 

(1) That industrywide distribution be made of a plan, such as the Koppers 
Co. defense security plan, for guidance and as evidence of what can be done 
at little or no cost, and in some instances, producing savings. The aluminum 
and magnesium associations were suggested as a means of completing distri- 
bution. Attention was called to the fact that distribution should include non- 
members of the associations. 
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(2) That industry conduct a survey of defense measures presently in op- 
eration within the aluminum industry, as it is felt industry would achieve 
greater results than Government. 
(3) That a study be conducted of the concentration problem within the 
aluminum industry. 
babe group further recommended that three subcommittees from the task group 

eden gra to study and report on each of the above problems. Mr. Adams 
wail that he would make the appointments and advise them at a later date 
as to what their assignments would be. 

Mr. Adams then called the meeting to a close and cautioned the group that 
they had a serious task to perform and should be prepared for considerable 
workload. He thanked the members of the group and their companies for their 
time and attendance. 


REvisED SuMMARY OF MEETING or TasK GrRoUP ON CONSERVATION OF NICKEL 
1x Cast AND Wrovucut ALUMINUM ALLOYs FoR ALL-OvuT MosiizaTIon, Sep- 
TEMBER 14, 1954, Commerce BUILDING 


GEORGE PERKINS, ALUMINUM AND MAGNESIUM DIVISION, BDSA, GOVERNMENT 
PRESIDING OFFICER 
Industry members: 
Wm. J. Edmunds, Jr., Kaiser Aluminum & Chemical Corp. 
Everett G. Fahlman, the Permold Co. 
W. E. McCullough, Bohn Aluminum & Brass Corp. 
Howard Rowe, Aluminum Company of America 
T. D. Stay, Reynolds Metals Co. 
Nickel advisory panel: 
H. J. French, the International Nickel Co. 
E. J. Hergenroether, the International Nickel Co. 
Government representatives: 
Business and Defense Services Administration: 
H. K. Herschman, Ferro-Alloys Branch, Iron and Steel Division. 
A. A. Snow, Assistant Director, Aluminum and Magnesium Division. 
Department of the Army: 
Maj. M. L. Campbell, United States Army, General Staff, G—4. 
Mr. E. H. Engelke, Office of the Chief of Ordnance. 
Mr. J. E. Walker, Office of the Chief of Ordnance. 
Mr. Eugene Kline, Office of the Chief of Engineers. 
Mr. David McGuire, Office of the Chief of Engineers. 
Mr. Tarr, Office of the Chief of Engineers. 
Department of the Air Force: 
Mr. J. C. MeGee, Wright Air Development Center, Wright-Patterson 
AFB. 


Dr. George Perkins called the meeting to order and introduced Mr. H. K. 
Herschman of the Iron and Steel Division. Mr. Herschman told the task group 
that the meeting had been called to permit a study of those recommendations of 
the Minerals and Metals Advisory Board nickel conservation panel report that 
pertain to nickel bearing aluminum alloys during full mobilization. He advised 
the committee that the Defense Department listed nickel as a top priority metal 
in any all-out mobilization program and the Office of Defense Mobilization had 
requested BDSA to implement the recommendations in the MMAB report. It 
was the desire of BDSA in formulating the nickel conservation program to have 
the advice and guidance of industry task groups in each area of industry consum- 
ing nickel. 

V-belt pulleys 

Dr. Perkins read the narrative covering the alloy A132 and the group agreed 
that it was correct as stated. The group was asked if there were any applications 
where alloy D132 was not suitable. They advised that alloy D132 does not com- 
pare favorably with the performance of alloy A132 when used for V-belt pulleys. 
The nickel representatives advised the task group that inasmuch as aluminum 
had previsously replaced cast iron in this application, it was likely that in an 
emergency, the product would revert to cast iron. 

Alloy A132 is confined to heavy-duty type engines and is no longer used in tanks 
as it was during the war. It is also useci for diesel pistons to a limited extent. 
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Pistons 

The task group was asked as to whether anyone in the heavy-duty field was 
using an alloy not containing nickel. It was reported that Zollner Machine 
Co., Fort Wayne, Ind., uses an alloy Zor E132 containing 0.7 percent nominal 
nickel, range 0.5 to 1 percent. Zollner Machine Co. is the biggest buyer of heavy- 
duty pistons. 

Nickel representatives asked why nickel is necessary in aluminum alloys. 
They were advised that aluminum alloys require nickel in order to maintain 
strength at elevated temperatures. Iron or manganese have a similar effect but 
both lower the ductility and reduce thermal conductivity. Head dissipation is 
therefore slower in aluminum alloys containing iron or manganese. This has been 
proved by test. 

About 1 percent iron can be substituted for 1 percent nickel without reducing 
the ductility; characteristic needles are formed which make the alloy more difficult 
to cast just as when iron is alloyed with aluminum. The aluminum-nickel,iron 
alloy is not as resistant to severe stress as other aluminum-nickel alloys. Attempts 
to prevent formation of the iron needles have never been fully earried out. 

It was the opinion of the task group that through a suitable research program, 
a nickel free alloy might be developed that would give satisfactory performance 
for the application under discussion. 

At present there appears to be no need for nickel in automobile engine pistons. 
It is the general opinion of the industry that 0.5 percent nickel (minimum) is not 
needed in alloy D132 for successful operation of an automobile engine piston. 
Ford and Chrysler agree, as does Chevrolet, but General Motors specifications 
require nickel in alloy D132. The retaining of 5 percent nickel (minimum) in 
the specifications has been viewed as unreasonable by the aluminum industry for 
several years, but the automotive industry has remained unconvinced. Tests 
are underway on alloy F132 containing 0.5 percent maximum nickel (no minimum) 
and it is hoped that the automotive people will accept these specifications. Most 
automotive piston specifications still require a minimum of -percent nickel, but 
requests for deviations have been accepted. When the amount of nickel is this 
low it combines with the copper and its effect on alloy properties is greatly 
reduced. 

Alloy D132 is essentially alloy 333 as used during World War II, the designa- 
tion having been changed after the war. 

Compression ignition engines are operated at higher temperatures than ordi- 
nary internal combustion engines and therefore require pistons made of an alloy 
containing nickel such as 142, (1.7-2.3 percent nickel) because of the better 
properties of that alloy at temperature above 400° F. 

It was pointed out that during the Korean episode nickel was permitted in 
heavy duty diesel and locomotive pistons. Aluminum alloys used for heavy- 
duty diesel and locomotive pistons are in the 2 percent nickel class (A132). 
Heavy-duty truck and tractor pistons used aluminum alloys containing approxi- 
mately 1 percent nickel (E132). There are also a number of forged heavy-duty 
diesel pistons, using alloy 4032 or a variety of Y alloy known as 2218 (B18S). 

The task group was questioned as to whether 1 percent nickel would continue 
to be a requirement in the manufacture of diesel pistons. They advised that 
this matter would rest largely with the diesel engine manufacturers who would 
probably be reluctant to change material specifications without a new test pro- 

ram. 5 
r The task group recommended that letters be sent to the users of diesel engine 
pistons requesting them to conduct test programs using alloys of lower nickel 
content. The task group was doubtful about the propriety of making recom- 
mendations that would affect another industry but they were advised that any 
such recommendations would ultimately reach the claimant division, the Auto- 
motive Division in this case. 

One member of the task group advised that his company has been cooperating 
with one customer (Caterpillar) for 2 years in conducting an experimental program 
to find a more satisfactory piston alloy than Y. It is the opinion of this user that 
the best current alloy is not good enough for their engine. During the experi- 
mental program the customer has been furnished with 4 experimental alloy com- 
positions, 2 using no nickel, 1 using 1 percent and the fourth using 2 percent. 

The task group was asked if they knew of any materials worthy of testing. 
Inasmuch as certain heavy-duty engine builders are convinced that nickel is 
definitely needed, it was felt that if the group recommended a specific alloy com- 
position it would cause animosity. A more desirable alternative would be the 
acceleration of current programs aimed at the development of alloys of lower or 
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no nickel content. It was recommended that a letter be sent to diesel engine 
manufacturers, or to industry in general, suggestng that they work out a research 
and testing program with their suppliers along these lines. 

The industry member conducting tests for Caterpillar advised that he thought 
that at least one of the alloy compositions not containing nickel submitted to 
Caterpiller has shown sufficient promise, in comparison with the two alloy 
compositions containing nickel, to warrant further testing. 

r. McGee advised that some of the results of the Air Force’s test program 
have been turned over to the Office of Technical Services, Department of Tose 
merce. It was agreed by the task group that the situation pertaining to heavy- 
duty diesel pistons would also apply to heavy-duty truck pistons. 

Most cast aluminum alloy bearings used today are for diesel and heavy-duty 
truck engines. There are also some Caterpillar roller truck bearings as well as 
rolling mill bearings up to about 40 inches diameter, weighing on to 1,000 pounds. 
The 750 type alloys are used for such bearings, these alloys containing approxi- 
mately 6.5 percent tin. Nickel up to about 1.2 percent is used in these alloys 
to control the particle size and distribution of the tin and iron constituent and 
thereby provide a structure required for best bearing properties. A number of 
tests have been run in attempts to reduce the amount of tin but evidence to date 
indicates any change in that direction will affect the bearing characteristic 
adversely. 

It was thought the nickel content of certain of these alloys could be reduced 
and some work has been done. An evaluation of the bearing service character- 
istics by the various users would be required prior to the adoption of such 
modifications. 

One of the task group members mentioned bearings made substantially of 
steel with a thin aluminum alloy lining. This type of bearing is quite expensive 
by comparison with the solid aluminum alloy bearing, but it was thought that 
in a critical situation the users could change over to steel backed aluminum lined 
bearings rather than abandon aluminum bearings. A complete changeover 
would effect a savings of 80 percent of the nickel now consumed in this category. 
Such changes would undoubtedly necessitate changes in design of the bearings 
as well as in the engine design. 

The bearing field is somewhat the same as the heavy-duty piston field. It 
was the opinion of the task group that the consumers would establish the effects 
of changes in bearing alloy on their operations. This could be accomplished by 
a test program. 

Mr. McGee remarked that some people make large castings out of the bearing 
alloy material when only a small bearing surface is utilized. There is only 
one known aircraft application that is an example of this practice. 

No service test programs on nickel-free 750 type aluminum alloy bearing mate- 
rials are presently being conducted. Moraine Products is working with a General 
Motors proprietary alloy containing 4.0 percent silicon and 1.0 percent cadmium 
for a coating on steel back bearings. In the automotive field, Chevrolet has 
tried one alloy, but rejected it because of performance failure. 

One industry member pointed out that one of the characteristics of the bearing 
picture is the type of shaft used. If nickel were reduced in the bearing alloy, 
the users of semihard shafts might have to go to hard shafts. It was pointed 
out that the rolling mill bearing is manufactured from a variation of the 750 
alloy that has only 0.5 percent nickel. This is the lowest nickel content of the 
three alloys involved. 


Gas stove burners 


One industry member pointed out that there was another alloy (XC85) which 
has definite acceptance by certain stove companies. This alloy contains a nomi- 
nal 2.6 percent nickel. This alloy is desirable because of the effect nickel has on 
the melting point of metal gas-stove burners—the higher melting point being 
desirable. Alloy 505 with 5 percent nickel was used prior to the war. The war 
prem ap this alloy and requests for alloy 505 have been very limited since 
the war. 

Another industry member stated that they were still carrying alloy XC85 as an 
active alloy on their books. This alloy was replaced during the Korean emergency 
by alloy 85 with some unsatisfactory results. 

It was pointed out that these alloys were not used for lightness of weight, but 
because they resisted corrosion and discoloration. A cast iron product they re- 
placed must be porcelain enameled when used for stove burners. The nickel rep- 
resentatives advised that in another emergency the stove manufacturers would no 
doubt have to go back to cast iron burners. 
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Air cooled aluminum cylinder heads 


Alloy A355 was developed 25 vears ago. It has recently been examined to see 
if it would fulfill any of the newer requirements for high temperature service. 
The .7 percent nickel content provides exceptional creep resistance at elevated 
temperatures. Its use has so far been confined to compressor housing, but it 
might have increased uses today. Alloy A355 has replaced the British alloy 
RR50 because of much superior casting characteristics. 

Wrought alloys—Applications requiring nickel 

Certain forged pistons used in heavy-duty trucks and locomotives contain 
nickel. The big alloy in this field is 4032 (82S). Insofar as the task group knows 
there is no active experimental program underway by users of that alloy. As com- 
pared to the 132 type alloy, it has 1 percent nickel content. 

There has also been interest in a wrought bearing alloy X8280 (XB808S) which 
in sheet form is used to produce a steel backed bearing. This alloy is a modifica- 
tion of the cast 750 type alloy with 0.5 percent nominal nickel content. Interest 
has been shown in this alloy by several diesel engine manufacturers and test pro- 
grams are in progress. 

The task group advised that some laboratory work has been done in connection 
with 2014 (148) alloy for forging applications and that suggestions were made to 
users, but a test program has not developed. 

Mr. McGee advised that alloy ML is used by 5 or 6 manufacturers and that 
there is a possibility that magnesium base alloys with thorium additions might 
replace the nickel-containing aluminum alloys for jet engine use. 


Aluminum powder metallurgy products 


Mr. Walker of Army Ordnance inquired about the use of aluminum powder 
materials, and was advised that most of the information on these materials has 
been supplied to the Department of Defense. One such user is a small company 
on the west coast making valves for the handling of exhaust gases. There is 
considerable experimental work underway. Forgings of certain alloys, including 
compressor wheels have been produced. Pratt-Whitney and several others are 
interested, but are under the impression that improvements are needed and 
that the alloy is still in the questionable category. Such materials can be both 
extruded and forged but would be very expensive for commercial use. Some 
forged parts are made for an English manufacturer (Rolls-Royce). The materials 
are abrasive in nature; and the task group was not sure they would be satisfactory 
as a piston. Expansion characteristics and heat conductivity can be controlled. 
The expansion characteristics are similar to those of pure aluminum. Zeerleder 
in Switzerland has shipped extruded SAP rods to an English engine manufacturer. 

Mr. Walker further inquired if prospects were encouraging for applications of 
these materials, and was advised that they have good properties. There is no 
possibility of any reduced strength due to time or temperature. These products 
do not exhibit aging characteristics. If the material has 9,000 per square inch 
strength at 1,000°, it will retain that strength indefinitely. Elevated temperature 
fatigue properties are not as high as were hoped for. There is some doubt about 
stress rupture properties at the present time. This may be due to the manner of 
testing and it is being checked. Mr. McGee said that in general these products 
are as good at 600° F. as casting elements in the opinion of the Air Force. Air- 
planes are all built for higher Mach numbers now and will go higher in the future 
than the present 102. 

Mr. McGee was asked if there were any extensive programs to develop aluminum 
powder metallurgy applications and advised that no money has been allotted for 
this purpose but that money had been allocated for research of the materials. 
Mr. McGee thought there were definite possibilities for the use of them if it 
could compete economically, but that there did not appear to be much possibility 
of this at the present time. 


Military 


Dr. Perkins pointed out that the military is a large user of nickel insofar as 
aluminum is concerned and suggested that the committee recommend that some 
of these military applications be checked to conserve nickel. A program might 
be undertaken which would be much more effective in saving © ickel than the 
elimination of nickel in the civilian field. It was suggested that the tank cylinder 
head program be looked into very carefully and that the test program on alloy 
356 started at Michaud be completed. One member of the group pointed out 
that alloy A355 was used in air cooled cylinder heads in 1941—0.7 percent nickel 
and 0.7 percent magnesium. 
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Air Force 


Mr. McGee stated that the Air Force is very conscious of conserving nickel in 
aluminum alloys, mainly, because they know it is going to require so very much 
for jet aircraft. The Air Force has a large conservation program and is spending 
considerable money on research to try to conserve nickel in the jet program. 
He pointed out that temperatures range from 1,200° to 1,800° in the jet engines 
and the backbone of the entire program is nickel, cobalt and columbium. Any 
thought that titanium might do the job has been blown sky high. Titanium is 
not an elevated temperature material. As a result the Air Force is trying to con- 
serve nickel in all other ways possible. It is their opinion that any money or 
effort should be spent in reducing the amount of nickel used in jets rather than 
spending it to investigate possible reductions elsewhere. 

Mr. McGee stated further that the Air Force would be glad to receive recom- 
mendations as they have difficulty in keeping up to date. He pointed out that 
since they have been able to separate some rare earths, research has been started 
in that field during the last 6 months. Also, at the end of World War II, Germany 
successfully substituted other alloys in cylinder heads. He mentions also the 
report made at the end of the war by Francis C. Frary, who interviewed some 
metallurgist in Germany concerning aluminum alloy differences. It was his 
recollection that there was a discussion of substitute alloys for cast cylinder heads 
in the Frary report. Another member indicated that such alloys had been 
er checked against our standard alloys with no apparent advantage being 
found. 

The task group pointed out that designers today must be educated to design 
without the use of nickel and other critical materials. 

Dr. Perkins called for comments from the task group, and they were in agree- 
ment that the best way to approach the problem was to induce the users of 
aluminum alloys to ask suppliers for help in formulating new alloys using lower 
nickel or none, but providing equal performance. 

One recommendation was to have claimant agencies called in for further 
meetings or perhaps to hold a joint meeting. 

Suggested further action: 

1. Recommend to users of diesel engine pistons a test program with their 
suppliers. 

2. Check results of Air Force test program through Office of Technical 
Services, Department of Commerce. 

3. Recommend effort toward nickel conservation in military application, 
e. g., tank cylinder head program at Michaud. 

4. Diseuss program with concerned claimant agencies. 


Minutes oF AtuminuM Task Group Meetine, OcTroBEerR 21, 1954, WALporRF- 
Astoria, New York, N. Y. 


Industry members present: 
J. W. Douglas, president, Republic Foil & Metal Mills, Inc., Danbury, Conn. 
E. G. Fahlman, president, The Permold Co., Medina, Ohio. 
D. A. Rhoades, vice president, and general manager, Kaiser Aluminum and 
Chemical Corp., Oakland, Calif. 
David Reynolds, vice president, Reynolds Metals Co., Louisville, Ky. 
R. W. Shaw, vice president, A. R. Purdy Company, Inc., Lyndhurst, N. J. 
Leonard Starr, secretary, Michael Flynn Manufacturing Co., Philadelphia, Pa. 
D. Wilmot, vice president, Aluminum Company of America, Pittsburgh, Pa. 
Lawrence M. Brile, president, Fairmont Aluminum Co., Fairmont, W. Va. 
Government representatives present: 
Harry L. Smith, Jr., Consultant, BDSA. 
Raymond G. Boyd, Consultant, BDSA. 
George Perkins, Director, Aluminum and Magnesium Division, Chairman. 
1. Dr. Perkins reported on the activities of the Aluminum and Magnesium 
Divisions with respect to these subjects: 
(a) Expansion goals. 
(b) World survey. 
(c) Aluminum utilization by the military. 
(d) Industry statistics. 
2. Magnesium representation in the Division.—It was the recommendation of 
the group that the magnesium industry be invited by the Division to appoint a 
man to consultant status who would spend part time within the Division in order 
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that closer liaison could be maintained between the Division and the magnesium 
industry. 

3. Commerce building exhibit.—The task group indicated its willingness to 
cooperate with the Department of Commerce in furnishing an exhibit for the main 
lobby of the Commerce Building. It was recommended that this be handled 
through the publicity committee of the Aluminum Association. 

4. Industry conferece—The task group recommended against an industry 
conference at the present time until specific problems should arise for discussion. 
It was felt that the new committee appointed at the Aluminum Association 
meeting on the morning of October 21 to handle relations between the association 
and Government agencies would furnish closer liaison and thus make it un- 
necessary for a conference to be held at the present time. This Aluminum 
Association committee, appointed by Mr. Rhoades, president of the Association, 
is to contact the Division within the near future. 

5. WOC program.—The task group indicated its complete support of the 
Ww 7 Program within BDSA. 

6. Staffing of the Aluminum and Magnesium Division, BDSA.—It was the 
unanimous recommendation of the Task Group that the following rule be ob- 
served in staffing the Director and Deputy Director positions within the Aluminum 
and Magnesium Division. 

(a) The Director’s position to be staffed by the three integrated producers, 
Aleoa, Kaiser, and Reynolds, in that order, the succession dates for this 
position to be approximately February 1 and August 1 of each year with the 
name of the next man in line to be supplied to the incumbent Director no 
later than 45 days before the succession date so that proper clearance can be 
established and to facilitate prompt transfer of office. 

(b) The Deputy Director’s position to be staffed by representatives 
of nonintegrated companies from the aluminum industry; the succession 
dates for this position to be approximately May 1 and November 1 of each 
year; the selection of the man for this position to be handled by this task 
group and all arrangements to be concluded at least 45 days before the 
succession date. 

7. BDSA Industry Contact.—It was recommended by the group that this 
Division make all possible effort within various Government agencies to broaden 
the use of aluminum for military and civilian applications, and that the following 
two applications specifically be investigated: 

(a) Use of aluminum for air conditioning ducts 

(6) Aluminum for highway lights. 

It was also recommended that all possible opportunities be utilized for release 
of information on activities of the industry to the public. 


Minutes or Atuminum Task Group MEETING, JANUARY 27, 1955, Park LANE 
Horet, New York City 


Industry members present: 
J. W. Douglas, president, Republic Foil & Metal Mills, Inc., 55 Triangle 
Street, Danbury, Conn. 
E. G. Fahlman, president, the Permold Co., Medina, Ohio 
D. Wilmot, vice president, Aluminum Company of America, Alcoa Building, 
Pittsburgh, Pa. 
Lawrence M. Brile, president, Fairmont Aluminum Co., Fairmont, W. Va. 
R. W. Shaw, president, A. R. Purdy Co., Inc. Lyndhurst, N. J. 
Leonard Starr, secretary, Michael Flynn Manufacturing Co., 700 East 
Godfrey Avenue, Philadelphia, Pa. 
D. A. Rhoades, vice president and general manager, Kaiser Aluminum & 
Chemical Corp., 1924 Broadway, Oa kland, Calif. 
Government representatives present: 
Raymond G. Boyd, consultant, BDSA. 
Harry L. Smith, Jr., consultant, BDSA. 
George Perkins, Director, Aluminum and Magnesium Division, chairman, 
William E. Dunlap, Deputy Director, Aluminum and Magnesium Division. 
Harold C. Erskine, consultant, BDSA. 
1. Dr. Perkins reported on the activities of the Aluminum and Magnesium 
Division with respect to these subjects: 
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(a) Serap export. 

(6) Expansion goals (sand castings, extrusions, etc.). 

(c) Essential civilian portion of mobilization requirements. 

(d) World survey. 

(e) Military use of aluminum. 

(f) Capacity studies, 

(g) Commerce Building exhibit. 

i) School programs (Industrial College of the Armed Forces, etc.). 
(¢?) Conservation program. 
(j) Delegation 5. 

2. It was the recommendation of the task group that the Director of the 
Division set up such additional task groups as he sees fit to study such specialized 
problems as DMS orders, mobilization requirements versus capacity of individual 
mill products, ete. It was brought out that the mobilization committee recently 
set up by the aluminum association would presumably, in the position of acting as 
liaison between industry and Government, take care of many of the problems 
mentioned forthwith. 

3. The task group unanimously agreed that industry would be unwilling to 
furnish an exhibit for the main lobby of the Commerce Building due to the fact 
that such a display was limited to a duration of 3 weeks and it was felt that this 
was too expensive to provide an exhibit for such a short time. 

4. It was the recommendation of the task group that representatives of the 
magnesium industry be included in the rotation of the Deputy Director position, 
perhaps in the order of one magnesium representative every 2 or 3 years. 

5. The task group indicated its complete support of the WOC program within 
BDSA so far as staffing the Director and Deputy Director positions. It was 
pointed out that by the rotation system Kaiser would provide the Director for the 
6-month period commencing August 1, 1955. 

Messrs. Fahlman and Erskine were commissioned to line up a Deputy Director 
to succeed Mr. Dunlap whose term ends April 30, 1955. His successor should 
preferably come from secondary industry but, in any case, they would fill the 
position at their own discretion. 

6. The task group voted unanimously to supply 1 out of every 3 of the Assistant 
Administrators. In view of the fact that a representative of the magnesium 
industry, Mr. Arthur Winston, presently occupies the position, the aluminum 
industry would provide such individual the latter half of 1956. The interim periods 
should be staffed by a representative from the Copper and Steel Divisions. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, WASHINGTON, D. C. 


MINUTES OF THE MEETING or ALUMINUM PRopuUcERS INDUSTRY ADVISORY 
ComMITTEE, JANUARY 28, 1955 


Dr. George Perkins, Director, Aluminum and Magnesium Division, BDSA, 
a W.S. Floyd, Assistant Director for Materials, 0D M, Government presiding 
officers 

Committee members: 

*D. Wilmot, Aluminum Company of America, Pittsburgh, Pa. 

*Frank L. Magee, Aluminum Company of America, Pittsburgh, Pa. 

*D. A. Rhoades, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Thomas J. Ready, Jr., Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
R. 8. Reynolds, Jr., Reynolds Metals Co., Richmond, Va. 

David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 

Other industry representatives present: 

H. C. MeCord, Aluminum Company of America, Pittsburgh, Pa. 

Ward C. Humphreys, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 

Maxwell Caskie, Reynolds Metals Co., Richmond, Va. 

W. M. Wells, Reynolds Metals Co., Richmond, Va. 

J. M. Stuart, Reynolds Metals Co., Louisville, Ky. 


*Present at meeting. 
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Government representatives present: 
Department of Commerce: 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator. 
William A. White, Sr., Assistant Deputy Administrator. 
A. W. Winston, Assistant Administrator. 
Charles R. Hersum, Director, Industry Advisory Committee Staff. 
Anne Bethea, Summary Writer, Industry Advisory Committee Staff. 
Aluminum and Magnesium Division: 
W. E. Dunlap, Deputy Director. 
H. C, Erskine. 
A. A. Snow. 
M. Bailkin. 
Other agencies: 
Office of Defense Mobilization: 
James P. Durkin, Assistant General Counsel. 
Edwin A. Harris, Chief, Light Metals Division. 
General Services Administration: 
A. J. Walsh, Commissioner, Emergency Procurement Service. 


PURPOSE OF THE MEETING 


The Aluminum Producers Industry Advisory Committee met on January 28, 
1955, under the sponsorship of the Business and Defense Services Administration, 
for the purpose of obtaining for the Office of Defense Mobilization industry’s 
views on metal availability for the aluminum stockpile program, 

Dr. George Perkins, Director, Aluminum and Magnesium Division, BDSA, and 
Mr. W. 8S. Floyd, Assistant Director of ODM for Materials, were the Government 
presiding officers. 


OPENING REMARKS 


Charles R. Hersum, Director, Industry Advisory Committee Staff, BDSA, 
opened the meeting and commented briefly on the rules of conduct governing 
industry advisory committee meetings. 

Mr. Perkins then presented BDSA Administrator Charles F. Honeywell to the 
committee. 


INDUSTRY COOPERATION IN THE WOC PROGRAM 





Mr. Honeywell expressed his appreciation for the aluminum industry’s support 
of the WOC program and complimented the industry on the high caliber of men 
which it has made available to BDSA. The WOC program is constantly expand- 
ing as more industries are becoming aware of the advantages of maintaining this 
type of liaison between industry and Government. WOC’s are needed not only 
to staff the industry divisions but also to fill the Assistant Administrator positions, 
he emphasized, The present Assistant Administrator for the metals area, Mr. 
Arthur W. Winston, was drawn from the magnesium industry. 'Two members of 
the aluminum industry, Messrs. Harry Smith and Raymond G. Boyd, also served 
as Assistant Administrators in this area, Mr. Honeywell recalled, adding that he 
hoped that industry cooperation would continue as it has in the past. Since 
WOC’s for the Assistant Administrator position will be rotated every 6 months 
among the steel, copper, and aluminum industries, the aluminum industry would 
probably be called on to furnish a man for the last half of 1956. 

In commenting on the problem of overlapping requests from various agencies 
for industry assistance, Mr. Honeywell recalled a suggestion made at a recent 
steel industry meeting that BDSA, being the prime recipient of the industry’s 
manpower, should assume responsibility for providing the services that other 
agencies want. 

At a recent meeting of the task group appointed to study and make recommen- 
dations on the future programs and activities of the Division, Dr. Perkins reported, 
members of the aluminum industry indicated that the industry could be counted 
on to furnish WOC’s for the Assistant Administrator and Division Director posi- 
tions when so requested by BDSA, 


METAL AVAILABILITY FOR THE ALUMINUM STOCKPILE PROGRAM 


Current status of the stockpile program.—Edwin A. Harris, Chief, Light Metals 
Division, ODM, explained that special arrangements had been made to obtain 
security clearances for everyone in attendance as classified material would be 
discussed. 
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After reviewing developments since the last meeting of the industry, Mr. Harris, 
with the aid of classified charts pertaining to stockpile matters, commented on the 
planning that has gone into the development of the present stockpile program. 

Back in 1952, he recalled, requirements for full mobilization were projected 
over a war period on the premise of meeting defense requirements in full and 
maintaining the civilian economy at a subsistence level. At that time, ODM 
also obtained a calculation of the total wartime supply from the primary and 
secondary domestic industry. The difference between the supply and require- 
ments figures indicated a deficit in metal availability to meet full mobilization 
requirements. The solution to the problem of filling the gap was to raise the 
expansion goal by an amount which, if met before the outbreak of war, would 
supply one-third of the deficit. In line with this thinking, the stockpile objective 
was set at the amount of the remaining two-thirds of the gap. As time went on, 
however, the international situation did not worsen, thus providing more time for 
planning. Also, actual shipments of the domestic industry decreased substantially 
as compared with the previous year, suggesting that the stockpile could be accumu- 
lated at a more rapid rate than was originally estimated. Also, Canada’s coming 
into the market more strongly than in the past gave rise to the belief that a larger 
supply could be counted on from that source to increase availability of metal in the 
domestic market. In the light of these factors, the industry was asked to submit 
its best estimates of its requirements on a 5-year projected basis to assist the 
Government in the maximum stockpile program which could be accomplished 
without further facilities expansion. As it became apparent that the entire war- 
time deficit could be met with a higher stockpile and that this could be completed 
in a reasonable period of time, the expansion program was dropped. The stockpile 
program adopted provides for a steady reduction in the rate of acquisitions for 
1954-57, with acquisitions gradually tapering off until the goal is reached. This 
program has not been universally accepted as ideal, Mr. Harris said, adding that 
some authorities have expressed concern that the projected date for completion of 
the objective extends well into the future. However, after many discussions with 
the Defense Mobilization Board, a decision was made to follow this program, 
which was also cleared informally with members of the Joint Committee on De- 
fense Production. 

Discussion.—On the basis of a classified table showing figures on projected 
aluminum distribution for 1955-57, prepared by ODM, and a summary entitled 
“Aluminum Supply 1950-57 and Demand 1950-54,” prepared by the Division, 
copies of both of which were distributed at the meeting, the committee discussed 
at length the amount of aluminum scheduled for the stockpile in 1955. Some 
members urged that the program for stockpile accumulations be made more 
flexible as to delivery time and also that the amount earmarked for stockpile in 
the second quarter be adjusted downward. Other members indicated that they 
were willing to rely on the judgment of the Government on how best to implement 
the stockpile program. However, stockpile requirements should be so tempered 
as not to starve the civilian economy; a strong aluminum industry will have more 
resiliency and be more readily available in an emergency, the committee members 
emphasized. 

Committee members called the attention of ODM and BDSA officials to an 
apparent tightening of the aluminum supply which is being accompanied by con- 
siderable scare buying of metal. This was attributed, in part, to replenishment 
of inventories on the part of both the consumers and their customers. Coming 
labor negotiations are causing customers, especially, to stock up in anticipation 
of another price increase. 

The export of scrap has also contributed to the distortion by draining material 
out of the market which was normally considered part of the domestic supply, 
committee members revealed. This pressure, they said, has resulted in higher 
prices for secondary metal, causing consumers to rely more heavily on primary 
metal. They were confident, however, that, if the industry is allowed some 
flexibility in furnishing metal for the stockpile, the metals situation would correct 
itself by the end of the year, if not by the end of the third quarter. Filling the 
demand for primary metal in the first quarter, they declared, would cause a sub- 
sidence of demand in subsequent quarters. 

Mr. Harris proposed that the industry’s problem might be alleviated (1) by 
extending delivery of the quantities called for in the first quarter to June 30, 1955, 
and (2) by having ODM issue calls for the 6-month period covering the second 
and third quarters of the calendar year for delivery not later than 30 days after 
the close of the third quarter. This would put the industry in the more flexible 
position of handling the second-quarter call in the third quarter if it became 
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necessary to doso. The stockpile objectives, he believed, could be met by follow- 
ing this plan, which is predicated on the assumption that the overall projections 
for the year are fairly sound. A committee member, comparing the two tables 
that had been distributed, observed that Division figures show the amount 
available for civilian use in 1955 as being 10 percent greater than in 1954. He 
also commented that during 1954 direct military shipments never equalled the 
quantities set aside for this purpose. Mr. Harris indicated that, according to the 
Department of Defense, military needs in 1955 will follow substantially the same 
pattern as in 1954. 

After discussing the matter, the committee favored operating under the plan 
proposed by Mr. Harris if ODM would approve it. They stipulated, however, 
that prior to the end of June the committee should be called in again to review 
the program in the light of circumstances existing at that time. 

After some discussion, the date of the next meeting of the committee was set 
for Tuesday, May 24, 1955. 


SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


The committee recommended: 

1. That delivery of first-quarter stockpile acquisitions be extended to 
June 30, 1955. 

2. That ODM issue calls for the 6-month period covering the second and 
third quarters, for delivery of the total not later than 30 days after the close 
of the third quarter, or November 1. 

3. That the program be reviewed on May 24, 1955, in the light of cireum- 
stances existing at that time. 


CLOSING REMARKS 


Mr. Floyd thanked the committee members for a most instructive and interest- 
ing meeting. 
DEPARTMENT OF COMMERCE 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION, WASHINGTON, D. C. 


MINUTES OF THE MEETING OF ALUMINUM PRopucERS INDUSTRY ADVISORY 
ComMITTEE, Marcu 7, 1955 


H. C. Erskine, Director, Aluminum and Magnesium Division, BDSA, Govern- 
ment presiding officer 
Committee members: 
*D. Wilmot, Aluminum Company of America, Pittsburgh, Pa. 
Frank L. Magee, Aluminum Company of America, Pittsburgh, Pa. 
*D. A. Rhoades, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Thomas J. Ready, Jr., Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
R. 8. Reynolds, Jr., Reynolds Metals Co., Richmond, Va. 
*David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 


Other industry representatives present 


Hary L. Smith, Jr., Aluminum Company of America, Pittsburgh, Pa. 
Ward C. Humphreys, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Maxwell Caskie, Reynolds Metals Co., Richmond, Va. 
Government representatives present: 
Department of Commerce: 
Marshall M. Smith, Deputy Assistant Secretary for International Affairs. 
John Kilby, Bureau of Foreign Commerce. 
Carl F. Oechsle, Deputy Assistant Secretary for Domestic Affairs. 
BE. C. Grim, Advisory Committee on Export Policy. 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator. 
William A. White, Sr., Assistant Deputy Administrator. 
Arthur W. Winston, Assistant Administrator. 
Herman Director, Adviser on Stockpiling and Conservation. 
George Elliman, Adviser on Foreign Activities. 
Richard Blaisdell, Office of Public Information. 
Charles R. Hersum, Director, Industry Advisory Committee staff. 
Anne Bethea, summary writer, IAC staff. 
Aluminum & Magnesium Division 
A. A. Snow. 
Morris Bailkin. 


*Present at meeting. 
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Other agencies: 
Office of Defense Mobilization: 
Victor E. Cooley, Deputy Director. 
Edwin A. Harris, Office of Materials. 


PURPOSE 


A meeting of the Aluminum Producers Industry Advisory Committee was 
held on March 7, 1955, to obtain the industry’s views on metal availability for 
the aluminum stockpile program and to review the scrap export situation. 

H. C. Erskine, Director, Aluminum and Magnesium Division, BDSA, was the 
Government presiding officer. 


METAL AVAILABILITY FOR THE ALUMINUM STOCKPILE PROGRAM 


After opening the meeting, Mr. Erskine distributed a table entitled: ‘‘Alumi- 
num Supply 1950-56 and Demand 1950-54,” prepared by the Division. He also 
discussed statistics (classified) on the aluminum stockpile program for 1955-56. 
The conclusion reached from these figures, he stated, is that a deficit in metal 
availability will occur in 1955 and 1956. He then invited comments from the 
industry. 

Discussion.—The committee members called the attention of ODM and BDSA 
Officials to the critical situation that has developed in the aluminum industry 
and questicned the validity of the requirements which they are being asked to 
meet. They attributed the artificiality in demand partly to seare buying, amount- 
ing almost to hysteria, whereby consumers are placing orders for primary alumi- 
num far beyond their normal usage which the producers are unable to fill, causing 
consumers to claim that they cannot obtain the material needed for their opera- 
tions. This scare buying is due in part to anticipated price increases in view of 
union contract renewals in the midyear, they believed. 

Contributing to the critical condition of the industry today is the sharp rise in 
scrap exports coupled with the steady decline in serap imports at the very time 
when the economy of the country is rapidly expanding. The situation that has 
developed in the secondary market has also contributed to the pressure on the 
primary producers, for the higher price of secondary metal in causing consumers 
to rely more heavily on primary metal. This trend is also communicated to the 
scrap market. For example, fabricators are refusing to turn back their scrap to 
the sheet rollers and are offering it on the open market at prices higher than 
those for primary pig. 

The consensus of the committee was that the stockpile requirement for 1955 
should be reduced by the amount of the 1955 deficit in metal availability less the 
amount anticipated for scrap exports, the reduction to become effective during the 
second, third, and fourth quarters of 1955. The amount of the reduction would be 
repaid subsequent to 1955. They opposed any reduction in the stockpile goal. 
To afford industry the maximum benefit, they urged that action should be taken 
before the end of the first quarter. 

In support of their position, the committee members declared that present 
stockpile policies are stifling the industry’s growth and throttling competition. 
Producers are forced to ration their output much in the manner of a self-imposed 
CMP. New uses and markets for the industry’s products must be developed now 
to absorb the industry’s production several years hence when the stockpile goal has 
been achieved. They recalled the temporarily depressed condition of the industry 
when controls were removed both after World War II and the Korean emergency. 
Once inventory problems were solved, however, the industry continued to grow. 

Development of new and legitimate uses for aluminum has been minimized, the 
members declared. Figures cited by one member indicated that the increased 
demand for aluminum products in 1955 as compared with 1954 will almost equal 
the amount of the 1955 deficit discussed. Another fact mentioned was that 
United States and Canadian primary production has increased tenfold since the 
advent of World War II. 

The members also cited difficulties in obtaining financial aid from banks for 
expansion purposes. They attributed this to the inflexible nature of the stockpile 
program which is preventing the industry from proving the extent of civilian 
demand. If the program were relaxed somewhat, the industry would be better 
able to expand without Government help. 

The country is far better prepared for an emergency than it was 2 years ago 
when shipments were not being made to the aluminum stockpile, they commented. 
A reduction in the 1955 stockpile accumulations would not imperil the security of 
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the Nation; additional production will start coming in by the end of the year which, 
coupled with the amount of metal already in the stockpile, plus additional capacity 
that could be installed within 15 months with additional equipment will adequately 
cover the Nation’s needs. 

In reply to Mr. Erskine’s question, a committee member said that the deferral 
of stockpile deliveries suggested at the last meeting of the committee will not 
make any more aluminum available to their customers. If this arrangement is 
followed, at least one company would have to shut down a good portion of its 
operation in the third and fourth quarters of 1955. 

The committee suggested that production contracts be extended for the reacti- 
vated facilities at Badin and Massena so as to relieve the demand correspondingly 
on the other expanded facilities of the industry. 

The committee members also called attention to the fact that, under present 
expansion contracts, metal produced by expanded facilities that is not earmarked 
for the primary producers must go either into the stockpile or to nonintegrated 
producers. Therefore, should stockpile accumulations be reduced, the non- 
integrated producers would have a priority on the released metal. If the com- 
mittee’s recommendation is followed, this problem should be seriously considered 
and a procedure developed for disposing of the supply which will be released. 
The committee members with long experience and knowledge of the trade, offered 
to assist in the solution of this problem if so requested by the Government. They 
also suggested that some provision may have to be made for fabricators who have 
no conversion facilities. 

A committee member explained a GSA procedure whereby the industry is 
required first to advertise in the American Metal Market the availability of any 
metal not taken into the stockpile and then to make quarterly reports to GSA 
on sales to nonintegrated users. 


SCRAP EXPORT SITUATION 


Several charts and tables were distributed at the meeting, depicting United 
States Exports of Aluminum Scrap, 1953-54; Net Imports or Exports of Aluminum 
Scrap 1953-54 and Estimated 1955; and Primary, Secondary, and Scrap Aluminum 


Prices, 1954-55. Total exports of aluminum (including those to Canada) in 
1953 amounted to 45.9 million pounds and included 9,162,000 pounds of scrap, 
Mr. Erskine reported. In 1954, scrap accounted for 78,676,000 pounds of total 
aluminum exports of 106 million pounds. Export licensing in 1955 is continuing 
at about the 1954 level. From 1943 to 1954, scrap imports showed a net gain 
over scrap exports. However, in 1954, this trend was reversed with 79 million 
pounds exported and only 19 million pounds imported. 

Discussion.—The committee unanimously recommended that the exportation 
of scrap be limited as far as possible in the second quarter 1955 and that the situa- 
tion be reviewed for the third quarter. If a reduction is made in stockpile 
accumulations for 1955, they advocated that a reasonable ceiling should also be 
placed on export shipments of primary pig, ingot, and secondary ingot to prevent 
domestic purchasers from reselling abroad at high prices. This would bolster any 
benefits resulting from the limitation of scrap exports. The inclusion of mill 
products was not advocated since imports into the United States have been rising 
at a substantial rate, indicating that a surplus exists abroad; therefore, it is unlikely 
that these products would be exported from the United States. 

A limitation was suggested of 2 million pounds (gross) per quarter on scrap 
exports and 2 million pounds (gross) per quarter on primary pig and ingot, 
including secondary ingot, but no conclusion was reached as to what the figure 
should be. The committee members emphasized, however, that only a strong 
release of metal would produce the desired results in the secondary market and 
indicated that they would favor any reasonable limitation which would correct 
the serious imbalance that exists in the secondary market without throttling 
normal exports of primary and mill products. 

Commenting on other factors that must be considered, the committee empha- 
sized that, as some producers have foreign connections, any export restrictions 
imposed should take into account the historical pattern of shipments. Some 
considerations would also have to be given to plants that are coming back into 
operation after a shutdown. They pointed out that some members have plants 
in Mexico that use pig and ingot, one of which has been operating only a short 
time. If exports to Mexico are curtailed, production in those plants would be 
hampered. It was also pointed out that a large percentage of exports are going 
into Canada for defense products, some of which are being made for the United 
States. In view of these and other considerations, the committee suggested that 
the matter be studied very carefully. 
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As licenses are not required for shipments to Canada, John Kilby, Bureau of 
Foreign Commerce, stated, the United States has no way of restricting exports 
to that country. 

The figures on 1954 scrap shipments, Marshall Smith, Deputy Assistant Secre- 
tary fof International Affairs, observed, show that shipments in December were 
at almost the same level as in February, with demands from West Germany 
exceeding those of other countries. 

Questioned about restrictions on copper exports, Mr. Smith explained that 
these involve several factors quite different from those in the aluminum situation; 
for example, as the United States is largely dependent on copper imports and does 
not control the source of supply, restrictive action could be justified even at the 
expense of friendly foreign countries. In the case of aluminum, however, the 
same justification for drastic action does not exist. However, this matter has 
not yet been evaluated from the international standpoint, he said, adding that 
the type of action taken by the Government would depend on the duration of the 
situation in the aluminum industry and the possibilities for its alleviation. 

Edwin A. Harris, Office of Defense Mobilization, indicated that reducing scrap 
exports to the figures discussed would be a tremendous undertaking, particularly 
in view of the situation in West Germany. According to all reports, he said, 
their demands for scrap are due to an overall metal shortage. If they cannot 
buy scrap, they will have to obtain metal from somewhere. Therefore, as men- 
tioned before, curtailing only scrap exports will not eliminate the trouble. 

The committee further explained that, if part of the 1955 deficit in metal 
availability could not be corrected by restricting exports, as has been suggested, 
the industry would ask that the total amount of the stockpile accumulations be 
reduced by an amount necessary to bring the metal situation in balance in this 
country. Restricting exports is preferable, they said, because the customary 
users of scrap should not be forced to look for a new source of material. Sucha 
restriction would also encourage the generators of scrap to release their stocks 
instead of holding them for higher prices. 

In reply to questions, Mr. Erskine explained that BDSA will submit the 
committee’s recommendation to the Secretary for consideration. The decision 
on stockpile matters will ultimately have to be made by ODM, but the imposition 
of export controls is a responsibility of the Commerce Department. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
WASHINGTON, D. C. 


MINUTES OF THE MEETING OF ALUMINUM SMELTERS INDUSTRY 
ApvisorY COMMITTEE 


APRIL 20, 1955 


H. C. Erskine, Director, Aluminum and Magnesium Division, BDSA, 
Government Presiding Officer 
Committee members: 
*H. A. Frutig, vice president, Aluminum & Magnesium, Inc., Sandusky, Ohio. 
*J. a Stone, president, Aluminum Smelting & Refining Co., Inc., Bedford, 
io. 
*A. Nichamin, manager, Federated metals division, American Smelting & 
Refining Co., Detroit, Mich. 

Louis Lippa, vice resident, Apex Smelting Co., Chicago, II. 

Philip Scheibner, Associated Metals Company of California, Oakland, Calif. 
ae Berman, vice president, Berman Bros. Iron & Metal Co., Birmingham, 


*Lowell S. Thomas, president, General Smelting Co., Philadelphia, Pa. 
*Samuel Greenfield, president, Samuel Greenfield Co., Inc., Buffalo, N. Y. 
Edw. 8. Christiansen, president, Industrial Smelting Corp., Miami, Fla. 

*Dr, J. ree chief metallurgist, North American Smelting Co., Wilming- 
ton, , 
ho J. Galamba, vice president, Sonken-Galamba Corp., Kansas City, 
ns. 
*K. A, Bergman, president, United States Reduction Co., East Chicago, Ind, 
*Present at meeting. 
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Other industry representatives present: 
Robert K. Beck, president, Apex Smelting Co., Chicago, III. 
Julius Yacker, vice president, Industrial Smelting Corp., Miami, Fla. 
Government representatives present: 
Department of Commerce: 
Bureau of Foreign Commerce: 
John H. Kilby, Director, Materials Division. 
Leo 8S. Peak. 
Louis Kupper. 
Business and Defense Services Administration: 
Arthur W. Winston, Assistant Administrator. 
Richard Blaisdell, Office of Public Information. 
Aluminum and Magnesium Division: 
Harold C. Erskine, Director. 
W. E. Dunlap, Deputy Director. 
A. A. Snow, Assistant Director. 
M. Bailkin. 
Industry Advisory Committee staff: 
Charles R. Hersum, Director. 
Maria Rotondo, summary writer. 
Other agencies: 
State: Edmund Getzin, National Resources. 
ODM: E. A. Harris, Chief, Light Metals Division. 
FOA: T. L. Sweet, Chief, Industrial Specialists Division. 
SBA: George S. Hartman. 

































PURPOSE OF MEETING 





Mr. Harold C. Erskine, Director, Aluminum, and Magnesium Division, BDSA, 
presided at a meeting of the Aluminum Smelters Industry Advisory Committee 
on April 20, 1955, called at the request of committee members to discuss aluminum 
scrap supply and consumption, the impact of aluminum scrap exports on domestic 
supply and markets, and the effects of recent Government actions on the aluminum 
smelting industry. 








PRELIMINARY REMARKS 







Calling attention to a booklet recently issued by BDSA and entitled, ‘A Job 
for Management,’’ copies of which were distributed to the committee members, 
Mr. Erskine suggested careful reading of the information contained therein on 
industrial defense. He added that further information on this subject is available 
upon request to BDSA. 

Copies of several statistical tables compiled by the Aluminum and Magnesium 
Division and containing information on total aluminum supply and demand, as 
well as data on the recovery, consumption, and export of aluminum scrap, were 
also distributed to the committee as discussion aids. 













ALUMINUM SCRAP SUPPLY AND CONSUMPTION 






Résumé.—A committee member brought up to date facts presented at the pre- 
vious meeting of the committee (April 29, 1954) to emphasize the impact of 
aluminum-scrap exports on the domestic smelting industry, and point out the 
prospective shortage of scrap should exports continue at the present rate or in- 
crease. 

Although the decline foreseen by smelters at the last meeting was shortlived, 
and industry operations returned to normal in October and November, 1954, he 
said, the sustained pickup can be attributed to a general improvement throughout 
all segments of the aluminum industry. As a result of improved conditions, the 
smelting industry finds it difficult to meet the criteria established by the Govern- 
ment for imposing export quotas. However, several problems are of real and 
serious concern to the smelting industry, he emphasized. One is the danger of 
losing vital domestic scrap to foreign markets through excessive exports. Another 
is a prospective inability to meet projected requirements for secondary aluminum 
because of scrap shortages. In view of the chaotic conditions which occurred 
last summer in the industry, smelters are of the opinion that preventive steps 
should be taken now to avoid a recurrence, he said. 

The industry view is that some form of Government action is necessary to 
effectively balance total aluminum supply and demand, he continued, citing var- 
ious statistical data on past and current performance to support the contention 
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that, while the supply of secondary ingot is now adequate, smelters are justified 
in expressing alarm with regard to Government policy affecting them. 

It was pointed out that smelters relied heavily on their inventories in 1954 to 
hold prices at levels established by the primes and to avoid, at the same time, un- 
economic purchasing of scrap. A unique situation exists in the aluminum indus- 
try, as differentiated from other primary metals such as copper and steel, in that 
the source of domestic aluminum supply is limited to three primary producers 
who establish a ceiling on domestic ingot prices, upon which smelter ingot and 
scrap prices are predicated. 

Primary aluminum prices act as a barometer to consumers and, whenever 
shortages are indicated, pressure is put on the Government to take action. Such 
pressure recently resulted in a Government decision to divert aluminum deliveries 
intended for stockpile to civilian consumption. And artificial demand for pri- 
mary aluminum, causing consumers to claim shortages, was created by a chain- 
reaction series of events which began with a highly increased rate of scrap alumi- 
num exports during 1954, forcing secondary ingot prices from 5 to 7 cents above 
primary domestic and foreign pig prices. Purchases of primary metal and foreign 
imports thus increased, raising scrap prices domestically, and encouraging further 
exports of scrap. 

Had total scrap exports in 1954 not been as high as they were (78.1 million 
pounds), diversions of stock-bound aluminum to civilian use may have been con- 
siderably less than the 150 million pounds released, it was maintained. 

The inordinate rise in scrap aluminum exports and prices, together with the 
decline in scrap receipts, the drop in smelters’ inventories, and increased demand, 
have created unstable, abnormal conditions in the aluminum industry which 
require Governmental aid in correction. Unless scrap reserve inventories usually 
maintained by smelters can again be built up, increasingly rising demands upon 
smelters resulting from an anticipated rapid growth in the domestic economy 
cannot be met. Based upon Aluminum Smelters Research Institute prognosti- 
cations of scrap supply and consumption, a substantial domestic scrap shortage 
is indicated for 1955, which may necessitate additional diversions of stockpile 
materials to meet demand.” A scrap shortage might again bring about the cycle 
of higher prices for both scrap and secondary aluminum, resulting in increased 
consumption of primary aluminum by fabricators and an imbalance in total 
aluminum supply and demand. 

Another aspect of high exports of scrap aluminum is the fact that the material 
is used to produce pig and remelt scrap in low-wage countries which is then sold 
in competition with United States secondary aluminum products. Not only is 
the aluminum smelting industry deprived of its basic raw materials and forced to 
compete with foreign products, but also other metals in critical supply such as 
nickel and copper are irreplaceably lost in shipments of scrap aluminum outside 
the United States, it was pointed out. 

Discussion.—Should the present high volume of exports continue, the supply 
of scrap in the system will be insufficient to meet demand, another committee 
member added, because generated new scrap cannot keep up with the rapid 
economic growth and rising volume of fabricated products. 

He urged that some method be devised for distributing the burden of aluminum 
exports more equitably on the entire aluminum industry, pointing out that, since 
smelters are dependent on scrap aluminum for their basic raw materials, they 
have borne the impact of increased exports almost solely. Moreover, secondary 
aluminum prices have been the effect of export policy, rather than the cause of 
reported aluminum shortages. The combined action of diverting material from 
stockpile delivery and licensing scrap for export, he maintained, amounts to an 
export of prime pig. Smelters are further penalized by United States export 
policy in that they cannot use prime pig to replace scrap both for economic reasons 
and because the alloying elements contained in scrap are in shorter supply than 
aluminum itself. 

Although aluminum scrap exports in 1954 accounted for only 10 percent of 
available domestic scrap, this relatively small percentage can jeopardize the ade- 
quacy of scrap supply in 1955, committee members believed. 

BDSA made its recommendation in connection with the decision to divert 
deliveries from stockpile accumulations after a thorough analysis of the overall 
aluminum supply-demand outlook, Mr. Erskine stated. According to BDSA 
estimates, he said, sufficient scrap will be generated in 1955 to permit exports at the 
same levels previously established. Including metal diverted from stockpile de- 
livery, total aluminum supply should be sufficient to meet domestic demand. 
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Shortages of metal in certain segments of the aluminum industry were found to 
exist, Mr. Erskine added, and the decision which was made was founded on evi- 
dence to that effect rather than on price or other factors over which the Govern- 
ment can exercise no control. While the recommendation of the Aluminum and 
Magnesium Division was to restrict exports of aluminum scrap to a considerably 
lower quota than 9,000 short tons in the 1955 second quarter, the ultimate decision 
was made by an inter-Departmental Advisory Committee on Export Policy, after 
careful evaluation of all factors, from the standpoint of a practicable Government- 
wide policy. 

IMPACT OF ALUMINUM SCRAP EXPORT POLICY 


The effects of the present aluminum scrap export policy on the aluminum 
smelting industry were reviewed by a committee member who protested the crea- 
tion by Government action of artificial economic situations which, he said, inter- 
fere with the free operation of the private competitive enterprise system. He 
recalled that the present problem arose about 18 months ago when business con- 
ditions in Europe developed to a point where additional aluminum raw materials 
were required abroad to fill the needs of an expanding European economy. Since 
there was a substantial duty in most countries on the import of aluminum pig and 
ingot, and no duty on scrap aluminum, European consumers naturally sought 
scrap from the United States. 

At that time, the domestic smelting industry was obliged to compete with 
European output of aluminum pig selling at 26 to 27 cents a pound, and, at the 
same time, keep its price on finished ingot in line with an established primary 
domestic pig price of 21 centsa pound. Because of the differential between domes- 
tic and world ingot prices, smelters were also economically unable to compete for 
scrap. Asa result, smelters sought relief from the Government by requesting that 
restrictions be placed on the export of increasing quantities of serap from the 
United States. 

Reviewing recent developments, the committee member stated that about 5 
months ago, when the domestic demand for aluminum increased and primary pro- 
ducers would no longer fill growing requirements of the ingot-consuming industries, 
smelters were again able to compete with foreign buyers of scrap aluminum thereby 
obtaining substantial additional quantities of raw materials. he price of second- 
ary ingot moved from about 23- to a 30-cent level which accurately reflected world 
market conditions; namely, a 22 to 24 cents world market price for scrap and a 
27 cents world market price for pig. 

Creation of a more readily available supply of primary ingot by Government 
action has been one of the reasons for a reduction in the price of secondary ingot, 
however, the cost of scrap to smelters, and aluminum scrap exports, have risen. 
An artificial economic situation has thus developed, resulting in a squeeze on the 
smelting industry. 

As a member of the industry, the committee member said, he was opposed to 
Government action bringing about artificial economic situations, especially at a 
time when such action is unealled for and there is no national emergency. In- 
creasing the available supply of metal and permitting a high level of scrap-alumi- 
num export are prejudicial to the interests of a long-established industry and tend 
to subsidize domestic ingot-consuming industries and foreign economies at the 
expense of the aluminum-smelting segment. He particularly protested action 
taken without prior official consultation with members of the industry. 

Mr. Erskine objected to this last statement, pointing out that the aluminum- 
smelting industry had been consulted and that the Division had made every effort 
to reduce quantitative export quotas on aluminum scrap. As for stockpile diver- 
sions, the decision was based on the total shortage of aluminum rather than on 
shipments or primary and secondary pig and ingot, he said. 


DOMESTIC AND FOREIGN COMPETITION 


The effect of deferring deliveries from stockpile placed the secondary metal 
industry in competition with the primes in supplying pig and ingot, a committee 
member stated; whereas primary producers’ inventories had foremerly been de- 
pleted in the latter part of 1954 when extensive stockpile accumulations were 
being made, in the first quarter of 1955 the heavy demand for castings was met 
almost entirely by smelters because the primes had reverted to supplying their 
customers on a historical consumption pattern basis. 

Smelters’ backlogs of inventory are now depleted, another committee member 
added, asking whether relief can be expected from foreign competition for serap, 
as well as from domestic competition from primary producers. In the past, a 
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number of smelters have been forced out of business, he pointed out, emphasing 
that the industry is essential in times of emergency. Furthermore, it is con- 
sidered small business and as such is entitled to Government assistance for sur- 
vival, he said. Foreign governments impose high duties and grant subsidies to 

rotect their smelters against competition from United States producers while 
Tnited States smelters are forced to compete both domestically and in world 
markets not only for sales but also for their supply of raw materials. Unless 
action is taken to either restrict scrap exports, or increase the supply of scrap, he 
said, the present situation can well lead to unemployment and more business 
failures in the smelting industry. 

Recognition of the smelting industry.—The relative importance of the aluminum 
smelting industry te the overall economy and national defense should be borne 
in mind by BDSA and Government officials in formulating plans and making 
decisions with respect to the aluminum industry as a whole, committee members 
emphasized. They called attention to the volume of business represented by this 
segment of the industry, citing the fact that 1954 shipments by smelters exceeded 
other shipments of pig, ingot, and billets by more than 65 million pounds. Facts 
such as this, it was believed have been overlooked in the past by the Government, 
and action taken without adequate representation for smelters in matters dealing 
with the aluminum industry and industry problems has resulted in unsubstan- 
tiated rumors and incomplete or premature news accounts which have disrupted 
markets and caused erroneous assumptions to be made by and about the aluminum 
smelting industry. 

EXPORT QUOTAS 


Pointing out the downward trend of scrap aluminum exports in the past few 
months, Mr. John H. Kilby (Director, Materials Division, Bureau of Foreign 
Commerce) informed the committee members that the scrap aluminum export 
policy recommended by the Bureau of Foreign Commerce to the Interdepart- 
mental Export Policy Committee had been even more restrictive than that of 
BDSA. However, numerous other Government agencies are also concerned in 
the decisions reached on export quotas, he reiterated. 

Actual exports of aluminum scrap are not reaching licensing levels, Mr. Kilby 
also reported, and exports for the first half of April show a decline. 

While domestic serar is being exported at 22 cents a pound, it is returning in the 
form of secondary ingot at 25 cents a pound, committee members reported. 
This secondary ingot, or remelt scrap, is a few cents below that of domestic remelt 
scrap. Mr. Kilby asked for substantiating information on the possible source 
and volume of this foreign remelt ingot, which committee members offered to 
furnish, although the source may be questionable in view of unknown trans- 
shipments. 

Price is admittedly a major factor in the available supply and disposal of scrap, 
and it presents a perpetual unsolved problem, a committee member observed, 
but other factors should also be taken into account, such as profit incentives, 
convertibility of currencies, etc. He suggested that a possible solution to the 
present problem might be to limit scrap aluminum exports on a more equitable 
basis such as a consumption ratio of scrap to pig. Thus, the drain on domestic 
scrap supply, as represented by the export quota of 3,000 short tons a month, 
would not be borne solely by the smelting industry. 

Committee members also suggested that representatives of the aluminum 
smelting industry be consulted in the future prior to official determinations 
affecting the industry such as an open-ending of aluminum scrap export licensing 
or the establishment of future quotas. 

Mr. Erskine assured the committee members of continued impartial treatment 
of all segments of the aluminum industry by BDSA and other Government agen- 
cies. He added that the composite views and recommendations of all industry 
advisory committees concerned will be given full consideration by the Aluminum 
and Magnesium Division in arriving at a Division recommendation when the 
aluminum scrap quota is reviewed for the 1955 third quarter and each subsequent 
quarter for which it is in effect. 


SUMMARY OF COMMITTEE RECOMMENDATIONS 


Committee members unanimously recommended: 
1. That the Government curtail exports of aluminum scrap to not more than 


1 million pounds per month, as recommended at the committee’s last meeting 
April 29, 1954. 
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2. That, since scrap represents about 20 percent of the total aluminum raw 
material supply, and, since 6 million pounds per month represents the amount 
needed for export, the amount of scrap exported should not exceed 20 percent of 
the authorized total, or approximately 1,200,000 pounds per month. 

3. That the conditions under which export quotas are established now exist 
and they constitute grounds for positive action in curtailing exports. 

4. That in all future aluminum industry conferences or meetings dealing with 
the aluminum industry and industry problems, the aluminum smelting industry 
be adequately re presented, on the grounds that smelters tain a proportion- 
ately large segment of the entire industry and ‘their views should be accorded 
equal voice and consideration in matters affecting them. 
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PURPOSE OF THE MEETING 


The Aluminum Producers Industry Advisory Committee met on May 20, 1955, 
to discuss the following agenda: (1) Developments since meeting of March 7, 
1955, (2) Effect of stockpile relief for the first 6 months of calendar year 1955, 
(3) Metal availability and requirements for the last 6 months of calendar year 
1955, and (4) Stockpile recommendations for the last 6 months of calendar year 
1955. 

Mr. Harold C. Erskine, Director, Aluminum and Magnesium Division, Business 
and Defense Services Administration, was the Government presiding officer. 


CALL TO ORDER 


In opening the meeting, Mr. Erskine announced the addition of a new member 
on the committee (Mr. R. B. Caples, president, Anaconda Aluminum Company, 
New York City) and introduced Mr. Elmer T. Lang, vice president of the Ameri- 
can Brass Co., Washington, D. C., who was representing Mr. Caples at this meet- 
ing. Mr. Erskine stated that the main purpose of the meeting was to obtain from 
the committee the best possible advice for the benefit of both industry and Govern- 
ment (specifically, the Office of Defense Mobilization to which any data submitted 
to BDSA would be transmitted for use in reaching ultimate decisions on stockpile 
questions). 

DEVELOPMENTS SINCE MEETING OF MARCH 7, 1955 


Mr. Erskine reviewed events since the last meeting of the group on March 7, 
1955, commenting that concern over the aluminum supply-demand situation 
lessened for a short time after metal relief was granted by ODM for the 1955 
second quarter. However, around May 1, demands of consumers increased and 
the situation worsened to the extent that complaints of metal shortages reached 
the House Small Business subcommittee which is now holding hearings on the 
primary aluminum supply problem. 

Referring to tabulations entitled, ““U. 8. Exports of Aluminum Serap, 1953-55” 
and ‘‘Aluminum Supply-1950-56 and Demand 1950-Ist Quarter 1955’’ (copies 
of which had been distributed to the committee members), Mr. Erskine pointed 
out that the latter table was a revision of similar data presented at the March 7 
meeting on sources of supply and shipments to consumers. Domestic primary 
production for 1955 is now estimated, he said, at 3,059 million pounds instead of 
3,044 million pounds, or an increase of 15 million pounds over the March estimate. 
Imports are estimated at about the same figure as the March total and scrap 
availability is up from previously estimated totals. 

Observing that first quarter 1955 shipments (939 million pounds) showed an 
increase over previous estimates (875 million pounds) of over 60 million pounds, 
Mr. Erskine expressed the opinion that primary aluminum producers will be 
judged, both by the Government and nonintegrated users, on the basis of deliver- 
ies to consumers of pig, ingot, and billet in the first 8 months of the 1955 calendar 
year. Shipments will be expected to equal those in the same 1954 period plus 
the full tonnage of metal relieved from stockpile delivery, he said. From the 
information furnished to BDSA weekly by producers, the Aluminum and Mag- 
nesium Division has determined that, as of May 14, 1955, slightly over half of 
that goal has been met, with a 2-week lag in deliveries for the first two quarters 
of 1955, he added. 

In conclusion, Mr. Erskine asked the committee members to consider in their 
diseussion the following questions, based on the assumption that no unusual 
interruptions to production, including power availbaility, will occur. 

1. What are present estimates of total shipments for 1955? 

2. Is there any change in the previous recommendation of the committee, or 
are there further recommendations, with regard to the aluminum scrap export 
quota? 

3. What recommendations are suggested by the committee for stockpile relief 
for the balance of 1955? 

4. How does the committee suggest that metal relieved from stockpile delivery 
be distributed? 

Discussion.— An industry representative reported on a recent trip to the west 
coast to look over the current economic situation for his company. He said he 
had found nothing but optimism all along the way which was somewhat dis- 
concerting. He suggested approaching the questions raised by Mr. Erskine by 
reviewing estimates of both metal availability and deficits made at the last 
committee meeting and then revising them to determine probable shipments and 
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deficits for the remainder of the calendar year. In the face of the revised deficit 
estimate, the committee could then proceed to consider making recommendations 
for stockpile relief, he suggested further. 


METAL AVAILABILITY AND REQUIREMENTS FOR THE LAST 6 MONTHS OF 1955 


Based on estimated industry shipments of 3,500 million pounds for the 1955 
calendar year, and on the assumptions that there would be no changes in either 
stockpile goal or aluminum serap export quotas, a deficit of 255 million pounds was 
found at the March meeting, the committee member continued. Assuming that 
1955 first quarter shipments of 939 million pounds will be repeated for the remain- 
ing quarters of the calendar year, actual deliveries by the end of the fourth quarter 
would be approximately 3,750 million pounds, and the estimated deficit would be 
511 million pounds. Stockpile relief which has been granted reduced this deficit 
by 150 million pounds, but a further reduction in the stockpile call for the third 
quarter by at least 200 million pounds will be required to make up the revised 
deficit, discounting added metal availability from reactivated units at Badin and 
Massena. 

While the demand for aluminum pig and ingot has increased sharply, it must be 
recognized, the committee member added, that for every consumer who starts 
with raw pig and ingot, there are probably 10 or 15 more who start with other 
mill products. Deferral of aluminum deliveries to stockpile discriminates against 
users of intermediate products such as reroll stock, slab, sheet, or plate because the 
more metal is made available, the more demand for primary aluminum products 
rises. Since a departure from established selling patterns also discriminates 
against long-time customers of primary producers, his company has set a 100 
norm for pig and ingot shipment, based on 1953 and 1954 orders, and has volun- 
tarily increased the base to 125. In addition to continuing shipments of available 
metal on this basis, the company would also be willing to provide the intermediate 
stock required by producers of competing forms and mill products, as well as 
supply users of sheet and other products which, because of size limitations, are 
not available from other manufacturers 

Describing the present primary aluminum shortage as a probable short-lived 
one which is sure to adjust itself after annual labor issues are settled and vacation 
periods ended, the committee member recommended strongly that temporary 
relief be granted by reducing the third quarter stockpile call by at least 200 
million pounds. Such action by the Government at this time will assist in 
returning the aluminum market to normal both quantity- and price-wise, and 
put out the current conflagration, he said. He attributed the present situation 
to adjustments in inventories and pipelines which have been taking place, recom- 
mending further that primary aluminum supply should be balanced with demand 
periodically by quarter. 

Another representative of the same company supplemented these remarks by 
pointing out that all manufacturers have been taking protective measures against 
possible work stoppages and a definitely expected price increase, including 
integrated primary aluminum producers who are as anxious to replenish their 
inventories as other segments of the industry, Present optimism is not expected 
to continue indefinitely, he added, particularly in view of continually rising 
production in Norway, ‘Germany, Austria, France, and Spain and the enormously 
increased aluminum imports expected from Canada in 1957. Whereas European 
producers are planning on future American markets, United States aluminum 
producers are not eager to invest in additional capacity until they have survived 
the critical 1955 third quarter and are assured of a continuous, uniform demand. 

Uncertainty about the third quarter was also expressed by another committee 
member who pointed out that last year more pen metal was put into stockpile 
than was called for and that demand was low. He also ascribed the current 
excess of demand over previously estimated supply to ‘‘pipelining’’ by users and 
to the fact that demand rises whenever a shortage of material or a price rise is 
indicated. While the present shortage is considered of a temporary nature, 
from a long-range view, he believed, another expansion of capacity will be 
necessary over the next 5 to 10 years. 

Two-thirds of expanded capacity output (approximately 200 million pounds) 
should be made available for consumption during the remainder of the year to 
ease the present situation, committee members urged. They concurred that the 
temporary shortage can be relieved by reducing the stockpile call for the third 
quarter in this amount. 

Recommendations on aluminum scrap export quota.—Emphasizing the need for 
continued restrictions on the exportation of aluminum scrap, committee members 
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unanimously endorsed a recent recommendation of the Aluminum Smelters 
Industry Advisory Committee that the Government curtail exports to a maximum 
of 1 million pounds per month. 

Licensing is limited to an annual rate of 72 million pounds, or 18 million pounds 

r quarter, Mr. Erskine explained. Under this quota, Miss Virginia Torosan 
FChief, Nonferrous Section, Bureau of Foreign Commerce) reported, 7,222,000 

ounds have been licensed during the second quarter, through May 20, 1955. 
While these licenses encompass all requests against the second quarter quota, 
some carryover of shipments will occur as a result of the 3-month lifetime for 
all export licenses. Actually, however, exports of aluminum scrap have been at 
a very low level in the past 2 months, she said, and are the lowest since January, 


1954. 
STOCKPILING RECOMMENDATIONS 


Commitments under GSA contracts between the Government and the 3 
primary producers for the sale of pig, ingot, and billet to the stockpile provide 
for the disposal of expanded capacity output in 3 equal portions to the 
stockpile, the producers, and nonintegrated consumers, a committee member 
explained. If authority can be granted to sell the one-third stockpile set-aside 
to consumers, including reroll and redraw customers (who consider themselves 
ingot, pig, and billet users), producers could then tender any unsold portion of 
expanded capacity output to the stockpile, he said, and any unfilled demand, 
after two-thirds of expanded capacity output is made available, can be met from 
the remaining one-third set-aside for producers under the contracts, if necessary. 
This step was considered inequitable by other producers, however, who pointed 
out other uses for this portion, such as additional capacity expansion and sale to 
historical customers. Moreover, some demand is being met from the producers’ 
portion, 1 producer said, reporting that his company contemplates shipping 
pig and ingot to the stockpile and to independents well over 100 percent of 
expanded capacity over the January—October 1955 period. It was his belief that 
producers have far exceeded minimum requirements under stockpile supply 
contract obligations. ; 

Sale of two-thirds of expanded capacity output to nonintegrated consumers in 
the third quarter, provided first- and second-quarter stockpile deliveries can be 
extended to October 31, 1955, should make up the estimated deficit for 1955, it 
was believed, because additional production from new plants should increase 
available supply. For example, one committee member reported that his 
company’s production will be augmented by several new potlines in the last 
half of 1955, one of which will be ready by July 1 and is expected to produce 
20,000 tons by the end of the year. 

Committee members concurred that capacity is potentially adequate to meet 
all demands after the critical third quarter is over, despite recent charges before 
a congressional committee that shortages exist and distribution is at fault. But, 
they emphasized, the producing industry expects to fulfill its obligations under 
the stockpiling contracts and does not wish to upset present contractual arrange- 
ments with the General Services Administration. . 

An industry representative asked what alternative action, other than stockpile 
deferral, can be taken to ease aluminum shortages claimed by small users. Mr. 
Edwin A. Harris (Director, Light Metals Division, ODM) replied that, by virtue 
of inability to meet stockpile requirements, a shortage might be implied, thus 
leading to allocations of material, or controls. 

In reply to another question about the prospects of favorable action by ODM 
on a request for the deferral of stockpile deliveries for the third quarter, and 
deferral of 9 months’ total shipments through October 31 (calculating the extended 
lag in deliveries for the second and third quarter under stockpile contract com- 
mitments), Mr. Harris stated that, while the 1955 deficit estimated by the in- 
dustry approximates the stockpile call planned for the last 6 months of 1955, he 
did not know what decision will be made by the ODM Director, Dr. Arthur S. 
Flemming. 

If calls are to be made for aluminum for the stockpile in the 1955 third quarter, 
the committee recommended that they be limited to permit increases in the 
shipment of pig, ingot, and billet to non-integrated users. 

Distribution of metal relieved from stockpile delivery—A detailed discussion 
followed on the position which the industry should take and what recommenda- 
tions the committee might make to BDSA for transmittal to ODM. There was 
some difference of = on the manner in which metal relieved from stockpile 
delivery in the third quarter should be distributed, and several alternate plans 
were suggested. 
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One industry representative stated that strict conformance to existing stockpile 
contracts was most desirable in view of the fact that they represent a great deal 
of time and effort on the part of GSA and the producers in reaching mutually 
satisfactory agreements. It was his opinion that, although obligations under 
these contracts should be carried out implicitly, in selling metal made available 
by stockpile deferrals, the company should have the option of either offerin, 
residual material to the stockpile, after it is properly advertised for sale an 
public demand is filled, or using it to meet mill product demand. 

Another industry representative, on the other hand, believed that primary 
producers should tender to the Government any residue of output from expanded 
capacity over and above ingot sales to nonintegrated producers and to the stock- 
pile under GSA contracts. He pointed out graphically that the real test of 
performance by producers is in the percentage of material coming from their 
one-third portion which is supplied to nonintegrated users. To clarify the 
present aluminum supply-demand situation, he stressed, the industry should be 
consistent in presenting facts and should consider the problem from the viewpoint 
of metal availability over and above contractual obligations. 

Unless ODM ean be furnished with factual and unbiased information, a clear 
case cannot be made for the producing industry, another committee member 
agreed. Such recommendations need not violate individual company principles 
with regard to contractual obligations nor set a precedent for future distribution 
policy, as feared, he added. He was personally in favor of committing shipments 
for his company in the third quarter in a specified amount based on past deliveries, 
regardless of distribution under stockpiling contracts. He also reiterated a 
recommendation made at the previous meeting that the Government (ODM) 
carefully consider and make a prompt decision on renewal of the Massena-Badin 
contract which, he believed, would be to the Government’s advantage and would 
increase available supply. Production planning cannot commence, he said, 
until such decision is made. 

It was also suggested that each producer arrive independently at an estimate, 
to be submitted confidentially to the Aluminum and Magnesium Division, of 
what his company can ship in pig, ingot, and billet in the third quarter ex-contrac- 
tual obligations, assuming stockpile forgiveness in the third quarter and extension 
of deliveries under stockpile contracts through October 31, 1955. To assist them 
in determining what amounts could be committed for delivery to independent and 
small users (nonintegrated consumers) in the third quarter, committee members 
asked for the Division’s figures on total shipments of primary aluminum during 
1953 and 1954, including toll and stockpile shipments. They also asked whether 
records were kept by the Division of reports of aluminum shortages by consumers. 
Mr. Arthur A. Snow (Assistant Director, Aluminum and Magnesium Division, 
BDSA) informed them that about 150 individuals have come to the Division since 
the first of the year in this connection and that numerous additional reports are 
being made daily to the Senate. Mr. Erskine added that shortages are being 
reported mainly by secondary aluminum consumers—foundries, diecasters, and 
extruders—and that all rerollers have also been heard from by the Division. 


SUMMARY OF COMMITTEE RECOMMENDATIONS 


The Aluminum Producers Industry Advisory Committee unanimously recom- 
mended that: In order to provide an immediate increase in deliveries of pig, ingot, 
and billet to nonintegrated customers: 

1. The third-quarter stockpile call be reduced by 200 million pounds. 
2. Shipments against first- and second-quarter calls should be extended 
to October 31, 1955. 

In making this recommendation, the aluminum producers proposed shipments 
of pig, ingot, and billet to nonintegrated users under its obligations pursuant to 
expansion contracts with GSA, and from other production, which, together with 
shipments to the national stockpile, are approximately 85 percent of the capacity 
of the industry’s expanded facilities under Government supply contracts. 

The proposal, according to data submitted to Mr. Lrskine, Director of the 
Aluminum and Magnesium Division, would result in increasing pig and ingot 
shipments to nonintegrated users in the first 10 months of 1955 by 75 percent over 
the corresponding 1954 period. Furthermore, shipments in the third quarter 
1955 would increase 30 percent over second quarter 1955 shipments. 

The committee also recommended that the Government curtail further the 
export of aluminum scrap to foreign countries, and restrict such exports to 1 


million pounds per month, as suggested by the Aluminum Smelters Industry 
Advisory Committee. 
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*Lawrence N. Brile, Fairmont Aluminum Co., Fairmont, W. Va. 
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James M. Stuart, Reynolds Metals Co., Louisville, Ky. 
Government representatives present: 
Department of Commerce: 
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A. A. Snow, Assistant Director, Aluminum and Magnesium Division. 
Morris Bailkin, Aluminum and Magnesium Division. 
E. G. Fahiman, consultant, Aluminum and Magnesium Division. 
Richard Blaisdell, Office of Public Information. 
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PURPOSE OF THE MEETING 


The Prime Aluminum Products Industry Advisory Committee met on June 1, 
1955, to review current and future aluminum supply and demand, discuss stockpile 
requirements, and recommend advisable Government action. 

Mr. H. C. Erskine, Director, Aluminum and Magnesium Division, BDSA, 


was the Government presiding officer. 
OPENING REMARKS 


Referring to the present aluminum shortage, which necessitates a reappraisal 
of supply-demand estimates made last March, Mr. Erskine recalled that, at that 
time, the indicated shortage resulted in a 150-million-pound reduction in stockpile 
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calls for the first half of 1955. Aluminum thus made available for commercial 
use is still insufficient, however, to meet all demand, and another estimate of 
aluminum supply demand for the remainder of the year is therefore needed. 
For this reason, several meetings have been held by BDSA with various segments 
of the aluminum industry, including prime producers, smelters, and consumers 
to determine what remedial recommendations might be made by the Department 
of Commerce to the Office of Defense Mobilization. 

Mr. Erskine suggested that the Committee members advise BDSA of prospect- 
ive demand in the 1955 third and fourth quarters, as related to the first and 
second quarters, and make any pertinent recommendations. He called attention 
to several tabulations (copies of which were distributed to the Committee) show- 
ing total aluminum supply for 1950 through 1954, estimated supply for 1955-56, 
actual shipments to consumers from 1950 through the first 1955 quarter, and 
domestic aluminum scrap exports to various destinations during 1953-55. 


CURRENT AND FUTURE ALUMINUM DEMAND 


Optimistic outlooks were expressed by individual Committee members who 
concurred, in general, that the present high demand for prime aluminum products 
will continue steadily through the third quarter of 1955 and into the fourth quarter. 
They said that the third quarter is expected to be as good as the second, judging 
from forward orders which are coming in farther in advance of shipment than 
at any other time in the industry’s recollection. Moreover, as much as can be 
determined, customers are not buying for inventory. 

One Committee member stated that his company is expanding capacity and 
needs more metal. Inquiries have been made of possible additional sources of 
supply without encouraging response, he said. In view of the prospects for a 
limited supply, it was his view that release of an adequate quantity of aluminum 
from stockpile delivery in the third quarter would increase the metal supply, 
improve the present shortage, and avoid the imposition of undesirable Govern- 
ment controls. Greatly increased demand can also be met by a third round of 
aluminum capacity expansion, he believed. Asked what percentage of antici- 
pated increased demand can be attributed to new productive facilities, he offered 
to forward this information to Mr. Erskine within a few days. 

Foil producers also reported an increased demand in each successive quarter 
which is expected to continue. One industry representative said that emand 
for aluminum foil will continue to grow over the years. He expressed the hope 
that an adequate supply of metal will be assured either from substantially reduced 
stockpile calls or further expansion in prime aluminum productive capacity. 

Smelters are operating from hand to mouth, according to another industry 
representative. He acknowledged that some of the prime aluminum producers 
has made a fair and equitable distribution of metal released from stockpile delivery. 
However, he foresaw no letup in demand throughout the remainder of the year, 
adding that his company had developed, over a period of years, a method for 
increasing production, but had to drop it because of a limited supply of raw 
materials, rather than lack of machinery or equipment which is already in place. 

Rod and bar users are not faced with the same supply problem as other seg- 
ments, another Committee member stated. Demand, however, is expected to 
continue at about the same rate as in the first half of 1955, assuming sustained 
automotive industry operations. 

Other Committee members offered similar opinions that aluminum supply has 
been insufficient and that business appears to be even more promising in the 
third quarter than it has been. 

Referring to a reported increase in the number of domestic extruders from 8 in 
1947 to 104 in 1955, and a predicted 120 in 1956, a Committee member cited that 
fact as an indication of the inevitable, continuous increase in aluminum demand. 
His company, as well as others, have recently expanded their facilities but are 
unable to increase productivity as planned because of raw material shortages. 
In addition, they must accept orders on a selective basis, he said. 

Assuming sufficient aluminum were available to operate all plants, Mr. Erskine 
said, could the industry, especially extruders, run full time at capacity, or con- 
tinue at the present rate for the remainder of 1955? 

Committee members reiterated their prediction that a persistent strong demand 
is expected through the third quarter and that, while some space is open on order 
boards, this is due to lack of materials rather than lack of business. Assuming 
no major work stoppages or other unexpected occurences in the industrial economy, 
third-quarter production ‘of prime aluminum products should equal, and possibly 
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surpass, output in the first half of 1955, a Committee member stated. He based 
this conclusion on advance sales and continuing orders. 

Another Committee member added that his company has been operating at 
full capacity for some time and has succeeded in augmenting its supply of alu- 
minum slightly. Although vacation shutdowns averaging 1 week are expected 
to cut production about 8 percent in the third quarter, military orders and new 
equipment will more than offset this decline. Production in the fourth quarter, 
he said, is expected to be up about 15 to 18 percent, mainly as a result of an 18 
months’ expansion program aimed at increasing capacity by at least 35 percent 
because of growing aluminum foil uses. Prime aluminum producers, he added, 
have an obligation to fill both current consumer requirements and anticipated 
long-range demand. If stockpile deferrals are necessary to meet these obligations, 
then relief should be forthcoming from the Government in the absence of immedi- 
ate defense needs. Contrary to common belief, he said, customers in general 
have not been storing metal. In cases where hoarding is discovered, producers 
are dealing with the problem by extending deliveries, holding shipments to mini- 
mum quantities, and other voluntary industry controls or restraints. 

Requirements for primary aluminum are much heavier today than a year ago 
due to expanded facilities and increased productivity by the industry, another 
committee member stated. If sufficient metal is made available in the last half 
of 1955, and the first two quarters of 1956, he said, a marked increase in output 
will occur. Further deferrals of stockpile deliveries are needed, however, as a 
temporary measure. Moreover, there appears to be an inconsistency in stock- 
piling primary aluminum and simultaneously permitting unlimited exports of 
aluminum scrap which could otherwise be utilized by foundries, diecasters, and 
smelters. While aluminum scrap exports do represent a relatively insignificant 
proportion of total aluminum supply, they act as a trigger on the delicately 
balanced supply and demand. The present quota of 9,000 tons for the second 
quarter cannot be considered very restrictive, he said, and further limitations on 
aluminum scrap exports should be made. 

Public utility demand.——Continuing shifts in demand for metals used in trans- 
mission and distribution communications cables affect overall aluminum demand 
by wire and cable producers, a committee member reported. Since construction 
of transmission and distribution systems represents a seasonal demand, such 
demand will be greater in third and fourth quarters than in the first half of 1955. 
A continuous greatly increased demand is also indicated by the remarkable 
growth in public utilities which is taking place, he said. 

Consumer shipments.—Mr. Erskine asked the committee’s views on the possi- 
bility that third- and fourth-quarter shipments will equal or exceed the first half 
of 1955, thus bringing total shipments to consumers for the year to approximately 
3,756 million pounds. The aluminum industry consensus is, he added, that 
fourth-quarter demand will at least equal that of the second quarter, and any 
difference of opinion centers on the third quarter because of normal vacation 
slowdowns and the summer seasonal slump in production. 

Casters expect to increase production in the third and fourth quarter over first- 
and second-quarter output, despite the summer decline, an industry representative 
stated. He reported a 32-percent rise in demand for the first 4 months of this 
year, as compared with the same period last year, and attributed increased de- 
mand in the casting industry to expanded facilities and the development of new 
lines of business. 

Committee members discussed fully the general outlook for overall aluminum 
shipments to consumers during the third and fourth quarters, evaluating the 
effect of inventory buildup and consumption, scrap exports, and availability of 
prime metal, on total actual shipments up through the 1955 first quarter, when 
939 million pounds were shipped. They also considered estimated shipments 
for the remainder of the year. 

One view was that, as soon as certain issues in the economy are resolved, such 
as labor contract renewals, expected price increases, and inventory buildup in 
anticipation of either shortages or price rises, demand for raw materials will 
weaken and taper off in the third quarter. Heavy stocks of finished goods in 
manufacturers’ inventories could very well meet the demand, it was believed. 
Other committee members disagreed with this viewpoint, however. They anti- 
cipate at least a 5-percent increase in third-quarter shipments over the first 
quarter, or about 50 million pounds, based on current orders and commitments 
but barring major strikes in the automotive or other industry. 

Asked what they estimated total shipments for 1955 would be, one committee 
member believed that total shipments would exceed 3,900 million pounds and 
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all the other members thought the total would be between 3,756 million and 3,900 
million. 

Aluminum scrap exports —Mr. Erskine explained that the aluminum scrap 
export quota had been established by an interdepartmental advisory committee 
on export policy at 9,000 tons for the 1955 second quarter. While the recom- 
mendation of the Aluminum and Magnesium Division had been for a considerably 
lower quota, a number of circumstances had to be considered by that committee 
in reaching its final decision, he said. A new quota is established for each suc- 
cessive quarter based in part on advice received from the Aluminum and Mag- 
nesium Division which in turn seeks the advice of the affected industry, Mr. 
Erskine added. 

To supplement data on a table entitled ‘‘United States Exports of Aluminum 
Serap, 1953-1955,’’ copies of which were distributed to the committee, Miss 
Virginia Torosan, Bureau of Foreign Commerce, reported that final figures for 
April exports were 3,382,000 pounds as shown on the table in a preliminary 
survey. Licensing against the second-quarter quota of 18 million pounds has 
reached 6,300,000 pounds, leaving an unlicensed balance of 11,700,000 pounds 
and indicating a definite decline in foreign demand for United States aluminum 
scrap, she said. Licenses issued to date include all requests against the second- 
quarter quota and expire on June 6, 1955. Asked whether the decline might 
not be attributable to domestie price, Miss Torosan replied that it could very 
well be, however, information has been received that the aluminum industry in 
Western Germany has been completely reconstructed and additional European 
facilities have been coming in during the past 6 months, tending to lessen the 
demand for United States scrap. 


CURRENT AND FUTURE ALUMINUM SUPPLY 


Recommendations made by the Aluminum Producers Industry Advisory Com- 
mittee at its meeting on May 20, 1955, were reviewed by a committee member 
who serves on both committees. His company expects an additional minimum 
production of 130 million pounds in 1956 from expanded smelting facilities and 
new lines which will be in by the end of the first 1956 quarter, depending on 
continued power supply. Two plants, however, are not dependent on hydraulic 
electric power since they use gas or lignite to assure continued production. 

Completion of expanded facilities by another producing company is expected 
to bring an additional annual production of 50 to 60 million pounds, and expanded 
Canadian facilities should increase the supply by 180,000 tons annually, it was 
revealed. Over all, expansion which is underway in the North American con- 
tinent alone should eventually increase annual capacity for primary aluminum 
production by about 750 million pounds, an industry representative pointed out. 
European capacity has also expanded and producers will be seeking United States 
markets, while Canadian production has reached the stage where producers 
may well become competitors for the United States market since the United 
States is unquestionably the most highly industralized Nation in the world at 
present. Other committee members did not concur in the belief that Canadian 
producers will reach the compteitive stage before 1959, however, as they have 
been notified that additional metal from expanded capacity will not be forth- 
coming to United States purchasers before that time. Offers for purchase of 
future production are being taken, however. 


SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


Since indications are that a continued strong demand for prime aluminum 
products in excess of metal availability will occur in the second half of 1955, 
thus curtailing anticipated production, committee members concurred in the 
following recommendations. 

1. That the Government make no call for aluminum stockpile in the third 
quarter of 1955. 

2. That exports of aluminum scrap be limited to 1 million pounds per month. 

3. That shipments for Government stockpile account due to be made by 
August 31, be extended until the end of October 1955. 

4. That the Badin-Massena aluminum producing units be reactivated by ex- 
tension of Government contract for another year. 

In addition, a committee member proposed that 10 percent of the quantity of 
any stockpile relief be allocated to GSA by the prime producers for distribution 
by the General Services Administration to hardship cases. If GSA does not dis- 
tribute the material 45 days before the Ist day of the month of production, the 
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metal is to revert to the prime producer for distribution. This was not supported 
by any other member. 


DATE OF NEXT MEETING 


The committee recommended that another meeting be held early in August to 
review fourth-quarter aluminum supply-demand estimates. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, WASHINGTON, D. C. 


MINUTES OF THE MEETING OF ALUMINUM PRopUCcERS INDUSTRY ADVISORY 
ComMITTEE, AuGusT 23, 1955 


W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, Government 
presiding officer 
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*Frank L. Magee, Aluminum Company of America, Pittsburgh, Pa. 
R. B. Caples, Anaconda Aluminum Company, New York, N. Y. 
*D. A. Rhoades, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Thomas J. Ready, Jr., Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
R. 8. Reynolds, Jr., Reynolds Metals Co., Richmond, Va. 
*David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 
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PURPOSE OF MEETING 


The Aluminum Producers Industry Advisory Committee met on August 23, 
1955, to discuss the following subjects: (1) Developments Since Meeting of May 
i 20, 1955, (2) Effect of Stockpile Relief for the First Three Quarters of 1955, (3) 
; Metal Availability and Requirements for the Fourth Quarter of 1955 and First 
Quarter of 1956, and (4) Recommendations for Stockpile Deferral for the Fourth 
Quarter of 1955. 

Mr. W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, Busi- 
ness and Defense Services Administration, presided. 
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OPENING REMARKS 


Mr. Edmunds thanked the committee members for their time and effort in 
attending the meeting and for giving the Government the benefit of their knowl- 
edge and experience. He reviewed the rules governing the establishment of 
industry advisory committees and the conduct of meetings, reading from a copy 
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of a letter dated October 19, 1950, addressed by the Department of Justice to the 
Secretary of Commerce, suggesting requirements which should be met in order 
to minimize the possibility of violation of the antitrust laws. 

Mr. Edmunds also noted that minutes of meetings are kept in summary form. 
He explained that comments by industry representatives are reported anony- 
mously and those of Government representatives are attributed to the speaker. 

Reporting on a meeting of the Aluminum Smelters Industry Advisory Committee 
held the previous day, Mr. Edmunds said the members of that committee felt 
business will be approximately 15-percent greater in the fourth quarter than in 
the third quarter of 1955. Their recommendations were: (1) That there be no 
stockpile call in the fourth quarter, (2) that aluminum scrap exports be limited 
to 1,500 tons (4th quarter, 1955) and, if additional quantities are required for 
export that they be taken from primary metal supply, and (3) that license effec- 
tiveness be limited to a maximum period of 90 days (export shipment to occur 
within 30 days after the quarter in which the license is issued). To date, ap- 

roximately 1,000 tons have been licensed for export in the third quarter, Mr. 
‘dmunds added. However, most licenses are usually taken up in the final 
days of a quarter, and at present it is roughly estimated that 4,500 tons licensed 
for export in the second quarter of 1955 have not as yet been shipped. 


DEVELOPMENTS SINCE MAY 20, 1955, MEETING 


Mr. Edmunds summarized major developments in the aluminum industry 
since the May 20, 1955, meeting of the committee. Since all the committee 
members were aware of the recent congressional committee hearings in connection 
with charges of aluminum shortages and of the Aluminum and Magnesium Divi- 
sion activities, Mr. Edmunds said he would confine his remarks to a review of 
metal shipments. 

Shipments to nonintegrated users for the first 7 months of this year were 173 
percent of the metal distributed to nonintegrated users in the first 7 months of 
1954, Mr. Edmunds stated. From information available to the Division, it 
can be assumed that requirements of nonintegrated users for the third quarter 
of 1955 will either be met or exceeded. The Division is interested, he said, in 
knowing what the industry estimates total consumption will be in the third and 
fourth quarters. Shipments rose from 939 million pounds in the first quarter 
of 1955 to 1,008 million pounds in the second quarter, he noted, adding that the 
aluminum supply will be augmented by production from the new Anaconda 
smelter which was recently opened. 


METAL AVAILABILITY AND REQUIREMENTS 


Current supply-demand situation —In the figures furnished to a congressional 
committee, third-quarter shipments were estimated at 1,050 million pounds, and 
overall supply at 1,114 million pounds, a committee member recalled. Fourth- 
quarter shipments should approximate those in the third quarter, because of 
delivery extensions, he said. 

Despite a former belief that “incentive” buying would stop after price fluctua- 
tions and labor uncertainties settled down, such is not the case, the committee 
member reported. Demand continues heavy with no prospects for a letdown in 
virtually any product, he said. Moreover, pressure on the primary aluminum 
supply is increased by shortages in other metals such as steel, copper, and nickel. 
Uncertainties of a copper supply, for instance, have caused many copper and 
brass mill producers to enter the aluminum industry on a large scale. Total 
demand for primary aluminum in 1955 is expected to reach about 4.1 billion 
pounds, according to company polls and market analyses, several committee 
members reported. 

Because stockpile relief has not eased the pressure on aluminum supply and 
re-melt prices are still higher than primary prices, it was recommended that 
(1) the stockpile eall for the fourth quarter of 1955 be deferred entirely, (2) 
aluminum scrap exports be reduced drastically or eliminated entirely, and (3) a 
date be set for the next committee meeting early in November in sufficient time 
before the first quarter of 1956 to again review the effects of stockpile deferral, 
if granted for the 1955 fourth quarter. The effects of other activities, such as 
those of the automotive industry, on the economy can also be appraised at that 
time in relation to the primary aluminum supply-demand outlook for 1956. 

The metal supply in the last quarter of this year may be affected by a power 
shortage in the Northwest, where there is some concern about lack of rainfall, 
although current indications are that 1955 will be a median year, a committee 
member stated. 
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Another industry representative, whose company has recently opened its first 
potline, reported that a second potline is expected to come in the latter part 
of next month and the plant hopes to be up to capacity by the first of next year. 
Asked whether he believed the present trend in converting copper and brass mills 
to aluminum production is a continuing or temporary one and whether any market 
surveys have been conducted by the copper and brass industry to determine the 
extent of such conversions, he replied that, while a great many changeovers are 
temporary, he really did not know to what extent thealuminum supply might be 
affected by an increased drain on it from converted mills. Both copper and 
aluminum have a proper place in the economy, he added, pointing out that steel 
is a greater competitor with aluminum than copper. 

Long-range supply-demand outlook.—Primary aluminum producers, contrary to 
accusations that requirements are deliberately understated, are attempting to 
make the best possible estimate of future demand so that the industry may be 
prepared to supply all needs, a committee member stated. In a company survey 
of metal distributors, he said, covering some of the largest United States suppliers 
of various metal products, including steel, stainless steel, nickel, brass, and 
aluminum, expected demand for copper and brass products and aluminum in 
1960, assuming a current index of 100, ranged from 90 to 110 for copper and brass 
and from 150 to an amazingly optimistic reply by one distributor of 300 for 
aluminum. 

Another industry representative stated that he noticed, in referring to ob- 
jective estimates of the prospective market for aluminum in 1960, which are con- 
tinually made for his company by a group of market experts, the tendency has 
been, since 1950, to estimate low future requirements when current business is 
bad and higher forward demands in a short market, with wide variation. Ina 
6-month study made by an outside management engineering firm, estimated 
requirements for 1960 totaled 4.6 billion pounds, he said, while from a more 
recent survey of actual shipments to customers 1960 requirements were estimated 
at 5.5 to 5.8 billion pounds, depending on the availability of aluminum. 


EFFECT OF STOCKPILE RELIEF 


Several major Government objectives can be accomplished by continuing to 
grant relief from stockpile deliveries to the aluminum producing industry, com- 
mittee members maintained. Primarily, industry will have an opportunity to 
continue its expansion of capacity, which has almost doubled since World War II, 
so that stockpile goals will eventually be met with greater ease. Second, high 
civilian consumption of aluminum products can be maintained in the long-range 
future, if the producing industry is given several years’ lead time for growth. 
Finally, stockpile relief acts as an incentive to capacity expansion and encourages 
the development of many small businesses which comprise a large number of 
the aluminum producing industry’s principal customers. 

An industry representative recalled a special ODM meeting held last February 
at the request of aluminum producers because of an industrywide feeling that 
complete deferral of stockpile deliveries would encourage industry growth and 
aid the entire economy. Since the suspension of stockpile calls, he said, several 
producers have enlarged their plants, and the entire industry has demonstrated 
its ability to expand capacity very rapidly to meet any foreseeable emergency, as 
well as fill civilian demand. Moreover, expanded capacity has kept pace with the 
ever-increasing civilian demand. Enforcement of stockpile commitments at this 
time would seriously cripple the initiative of private industry to expand and 
contribute to “fear’’ buying, he said. 

Referring to an ODM announcement that aluminum stockpiling would be 
resumed in the fourth quarter of 1955, Mr. Edmunds pointed to the fact that, 
although civilian demand is greater than the supply now available, very few 
companies, if any, are completely out of metal or have been forced to reduce em- 
ployment because of an aluminum shortage. In the absence of any distress 
cases and in view of certain quantities of aluminum which will be delivered to the 
stockpile in the third quarter, the Aluminum and Magnesium Division asked the 
committee whether a moderate stockpile call would result in serious injury to any 
segment of the aluminum industry. . 

Supporting a contention that it would be unwise to call any quantity, a com- 
mittee member pointed to the many new uses and planned uses for aluminum, 
such as insulation wrappings, automobile grills and hub caps, instrument panels, 
and electrical equipment. In many applications, aluminum is being used as a 
substitute or alternate material for nickel, copper, brass, and other metals in 
critical supply, he said. He further stated that the fourth-quarter demand is 
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normally greater than calendar third quarter, and it appears that this will 
definitely be the case this year. 

If the aluminum industry can continue to expand, another member added, such 
new uses will be satisfied and other materials in scarce supply can be stockpiled. 

Mr. William A. White, Sr., Assistant Deputy Administrator, BDSA, asked to 
what extent requirements are expected to be in excess of anticipated supply in 
the fourth quarter. 

Although demand is not expected to exceed supply in any large quantities, if 
at all, in the fourth quarter, an early decision on the suspension of stockpile 
calls will have a psychological effect on the industry, a committee member be- 
lieved. Continued deferral of stockpile deliveries, for instance, would permit the 
development of further expansion plans for 1956. 

In conclusion, Mr. Edmunds asked the industry representatives to leave with 
the Aluminum and Magnesium Division individual company information on 
probable quantities of metal that each producer would make available to non- 
integrated users in the event there is no stockpile call in the fourth quarter of 
1955. 

SUMMARY OF RECOMMENDATIONS AND CONCLUSIONS 


The committee members recommended: 
1. That there be no stockpile call for the fourth quarter of 1955; 
2. That the export of aluminum scrap be held to an absolute minimum. 
It was the unanimous opinion of the committee that the next meeting be held 
as early as possible prior to a decision with respect to the first quarter of 1956 
stockpile call. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
WASHINGTON, D. C. 


MINUTES OF THE MEETING OF ALUMINUM SMELTERS INDUSTRY ADVISORY 
ComMMITTEE, AuGusT 22, 1955 


W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, Government 
presiding officer 
Committee members: 
*D. H. Warner, Aluminum & Magnesium, Inc., Sandusky, Ohio. 
*J. M. Stone, Aluminum Smelting & Refining Co., Bedford, Ohio. 
*A. Nichamin, American Smelting & Refining Co., Detroit, Mich. 
*Louis Lippa, Apex Smelting Co., Chicago, Ill. 

Philip Scheibner, Associated Metals Company of California, Oakland, Calif. 
*Fred Berman, Berman Bros. Iron & Metal Co., Inc., Birmingham, Ala. 
*Lowell S. Thomas, General Smelting Co., Philadelphia, Pa. 
*Samuel Greenfield, Samuel Greenfield Co., Inc., Buffalo, N. Y. 
*Edw. 8. Christiansen, Christiansen Corp., Chicago Heights, Ill. 
*J. P. Brull, North American Smelting Co., Wilmington, Del. 
*Herman J. Galamba, Sonken-Galamba Corp., Kansas City, Kans. 
*E. A. Bergman, U. 8. Reduction Co., East Chicago, Ind. 

Government representatives present: 
Department of Commerce: 
Bureau of Foreign Commerce: 
John H. Kilby. 
Virginia Torosan. 
Leo 8. Peak. 
Business and Defense Services Administration: 
William A. White, Sr., Assistant Deputy Administrator. 
George Elliman, Adviser on Foreign Activities. 
Richard Blaisdell, Office of Public Information. 
Aluminum and Magnesium Division: 
W. J. Edmunds, Jr., Director. 
H. A. Frutig, Deputy Diréctor. 
A. A. Snow, Assistant Director. 
Morris Bailkin. 
Industry Advisory Committee staff: 
Charles R. Hersum, Director. 
Rose Robbins, Summary Writer. 
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Other agencies: 
Edmund Getzin, International Resources Division, Department of State. 
B. K. Slaughter, Chief, Light Metals Division, ODM. 
George Hartman, Small Business Administration. 


PURPOSE OF THE MEETING 


A meeting of the Aluminum Smelters Industry Advisory Committee was held on 
August 22, 1955, to discuss the following matters: Aluminum supplies and con- 
sumption, the current aluminum scrap export situation, effect of additional 
primary metal made available as a result of suspension of third quarter stockpile 
call, and other matters of mutual interest to the Government and the industry. 

W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, BDSA, 
was the Government presiding officer. 


OPENING REMARKS 


Mr. Edmunds opened the meeting with the comment that this is the ninth 
meeting of the committee since it was first organized under NPA, but the third 
meeting since the establishment of BDSA on October 1, 1953. 

After welcoming the members, Mr. Edmunds spoke about the rules governing 
the establishment of industry advisory committees and the conduct of meetings. 
He read from a copy of a letter dated October 19, 1950, addressed by the Depart- 
ment of Justice to the Secretary of Commerce, the requirements which should be 
met in order to minimize the possibility of violation of the antitrust laws. 

Mr. Edmunds also noted that minutes of meetings are kept. He explained that 
GDSA has continued NPA policy of reporting comments by industry representa- 
tives in an anonymous manner and of identifying only Government speakers. 


ALUMINUM SUPPLY AND CONSUMPTION 


Copies of two tabuldtions were distributed to the committee members. One 
showed aluminum supplies for the period 1950-56 and demand from the second 
quarter 1950 through the year 1955. The other contained statistics on aluminum 
scrap for the period 1946-55. 

Expressions from industry members indicated that the aluminum supply situa- 
tion is still critical and that suspension of stockpile calls and curtailment of exports 
have resulted in very little relief for aluminum smelters. Possible reasons ad- 
vanced for this situation by a committee member were: (1) Lag in distribution; 
(2) maldistribution; (3) lack of distribution; (4) suspension of stockpile call 
released an insufficient quantity of material to satisfy demand; (5) export quotas 
were not reduced enough; (6) business requirements are increasing; and (7) pipe- 
line supplies are thinning. 

Since the last meeting of the committee in April, inventories in the hands of 
smelters have decreased by approximately 9 million pounds, while unfilled orders 
have increased by approximately the same amount, according to ASRI figures, a 
committee member said. Discussion also revealed that short-term bookings are 
at an all-time high, while supplies have declined from 18 days at the end of April 
to about 12 days at the present time. 

The serap price rise which has occurred since the last meeting along with the 
entry of fabricators into the scrap market is indicative of the severity of the 
aluminum shortage, industry members explained. When fabricators purchase 
scrap to be used for conversion in order to obtain the additional metal they require 
from aluminum producers, a diversion of metal from its normal channels results. 
This factor is probably the outstanding cause of the high price of smelters ingot. 

Several i:.dustry spokesmen expressed the opinion that independent extruders 
will require approximately 25 percent more metal in the fourth quarter than in 
the third quarter. Increased demands are also expected from the autometive 
industry which, because of the nickel shortage, is relying more heavily on alumi- 
num. An upturn in electrical appliance production is also indicated, bringing 
another large aluminum consumer into the market. In all, the aluminum smelting 
industry anticipated an increased fourth quarter demand of at least 15 percent 
over the third quarter. Another fact brought out was that the slow-down for 
retooling in automobile plants for the 1956 models will involve only 5 or 6 days 
instead of the longer periods required in past years, bringing the demand from 
this segment of the industry earlier in the year than usual. 
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EFFECT OF STOCKPILE CALL SUSPENSION 


Commenting on the effect of stockpile call suspensions, the industry men 
pointed out that the small amount of relief which resulted to foundries, diecasters, 
and smelters has, so far, been more than offset by increased demand. They 
urged that cognizance be taken of the fact that demand for smelters ingot by 
smelters’ traditional customers has kept pace with demand in other segments of 
the industry. They also called attention to the fact that secondary ingot prices 
in the period of stockpile relief have risen steadily to over 30 cents a pound— 
approximately 5 cents a pound over the normal price range between secondary 
and primary ingot—a situation that can only be attributed to a real shortage of 
smelters’ raw material, namely, scrap. Notable, too, is the fact that the increase 
in prices has occurred during the smelters’ so-called slow period. The fall upturn 
has yet to be faced. Normally, during the summer slow period, smelters build 
inventory in preparation for fall demand. 

Conceding that stockpile relief will be of some benefit to smelters’ customers, 
an industry member pointed out that a side effect of such action is the redistribu- 
tion of those customers arbitrarily among the primary producers, thereby pro- 
portionately weakening the position of smelters with their traditional customers. 
Unless more drastic action is taken to relieve the domestic scrap shortage, the 
best that the foundries can hope for is 40 percent of their supply at near normal 
prices and 60 percent at a high premium, he declared. 


THE SCRAP EXPORT SITUATION 


Industry members blamed much of the smelters’ plight on the current scrap 
export policy and they urged that the scarce-material provision of the Export 
Control Act be invoked. policy that results in a drain of up to 10 percent of 
one segment’s available normal source of supply can hardly be considered equi- 
table, a committee member contended. This situation is further aggravated by 
the existence of regulations which provide relief to other segments of the same 
industry which face less stringent supply problems. 

If, in implementing foreign policy, certain tonnages of United States aluminum 
resources must be made available for export, an industry man suggested that the 
burden be spread proportionately among all segments of the industry. For 
example, assuming an export quota of 5 million pounds per month and that scrap 
constitutes 20 percent of the available supply, then the allowable scrap export 
should not exceed 1 million pounds or 20 percent of the total available supply and 
the rest of the export burden should be borne by other segments of the industry. 

Following a discussion on the extent of licensing during the third quarter which 
revealed that under 1,000 tons had been licensed to date and that about half the 
tonnage licensed in the second quarter is still unshipped, an industry member 
maintained that this is not a valid argument against the inflationary impact of 
exports since the mere existence of those licenses overhanging the market will 
tend to hold prices to a point to discourage the movement of scrap until such time 
as an excess supply exists—a situation that will probably not occur as long as 
there is a stockpile program. 

The opinion of the industry, generally, was that, were it not for scrap exports 
or the threat of exports overhanging the market, scrap and smelters ingot could 
return to their historic relationship with primary metal provided, of course, 
that the primary producers use reasonable restraint in their own purchasing 
policy and provided further that stockpile relief is continued to lighten the pressure 
on other segments of the industry which have turned to conversion deals for 
assistance. 

An industry member explained that, for the most part, aluminum scrap is 
traded in a free market. Its price fluctuates freely with changes in supply and 
demand. Usually foreign countries permit the import of scrap duty-free but 

lace a heavy protective tariff on the import of semifinished or finished material. 
us when scrap aluminum is available in the United States, an almost unlimited 
foreign demand exists provided the pe does not exceed world market prices. 
When the price rises, foreign demand falls off. A rise in scrap nage also, however, 
has an adverse effect on the smelting industry, as the price of its ingot then rises 
above that of primary ingot. These price fluctuations do not occur in the primary 
industry. Therefore, when scrap is drained from the domestic market, smelters’ 
customers turn to primary metal because it can be purchased more Sr The 
effect on the cubital industry in such a situation is devastating. (The full 
statement of the industry member on simple economics concerning the export of 
aluminum scrap is attached.) 
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The United States, Mr. Edmund Getzin, State Department, pointed out, is 
committed to a free-trade policy. Therefore, every move toward placing restric- 
tions on exports has, in the eyes of foreign countries, the effect of the United 
States contradicting its own policy. 

Answering a question, Mr. Edmunds stated that no restrictions exist on the 
export of primary aluminum or semifabricated products. Mr. John Kilby, 
Bureau of Foreign Commerce, added that the policy decision on the export of 
primary ingot provides that the situation be reviewed when 700 tons have been 
licensed. 

Commenting on an industry suggestion that, when releasing material as a 
result of stockpile suspension calls, the Government earmark some of that material 
for export purposes, both Mr. Edmunds and Mr. Frutig explained that BDSA has 
no directive authority for other than defense requirements. 

The committee was also reminded that supply contracts between producers and 
the Government covering the new facilities built since 1951 provide that, if the 
Government does not take two-thirds of the metal produced, it must go to non- 
integrated producers. The Government, however, has no authority to direct the 
distribution. A committee member countered this explanation with the statement 
that by allowing scrap to be exported, the Government, in effect, is directing 
smelters’ customers to the primary producers. 

Another fact emphasized was that prime producers have several alternative 
material sources, whereas smelters have only one—scrap. The industry members 
strongly urged that the Government find some remedy that will protect this 
segment of the industry which is comprised chiefly of small businesses. 

A committee member reported on a study that had been made showing that 
West Germany is the principal importer of aluminum scrap and has, during the 
past year and a half accumulated substantial inventories. He questioned why 
more scrap should be allowed to flow there in the face of extreme scrap shortage in 
the United States. Miss Virginia Torosan, Bureau of Foreign Commerce, con- 
firmed that West Germany inventories range from 6 weeks to 2 months, but she 
also pointed out that scrap exports are steadily declining. 


COMMITTEE RECOMMENDATIONS 


After hearing a report from Mr. Edmunds that ODM wishes to resume stockpile 
= during the fourth quarter, the committee unanimously recommended as 
ollows: 

1. That stockpile calls for the fourth quarter of 1955 be suspended; 

2. That exports of aluminum scrap in the fourth quarter of 1955 be limited 
to a maximum of 1,500 tons and that any additional tonnage needed to fill 
export demand come from sources other than scrap; 

3. That, if for practical reasons pig cannot be used to fill export require- 
ments for aluminum raw material, the smelting industry should be reimbursed 
for its loss of scrap by having an appropriate tonnage of pig directed to it 
from stockpile relief metal; 

4. That export licenses remain valid for a maximum of 90 days but in no 
event beyond 30 days following the quarter in which they are issued; 

5. That a sincere comprehensive investigation be made to ascertain if 
metal made available by suspension of the third quarter stockpile call was 
properly distributed to independent fabricators and smelters; and 

6. That any metal freed by suspension of the fourth quarter stockpile call 
should be distributed fairly to independent fabricators and smelters, with 
distribution being made on an equal monthly basis within the fourth quarter. 


Attachment. 


Some simple economics concerning the export of aluminum scrap: 
1. Aluminum scrap is traded, for the most part, in a free market. Its 
prices fluctuate freely with changes in supply and demand. 
2. Aluminum scrap is purchased by: 
(a) Smelters. 
(b) Primary producers. 
(c) Foundries, billet makers, and others for direct use. 
(d) Wrought product users for toll by their suppliers. 
(e) Exporters. 
3. Most foreign countries who import scrap impose high import duties on 
virgin aluminum pig and ingot to protect their own domestic aluminum 
producing industries. These duties vary from country to country and so 
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the actual world market prices for primary pig and ingot, which is the purchase 
price plus the duty, varies from country to country. 

4. When scrap aluminum is at price levels where it can be converted into 
ingot or below the world market price for primary aluminum, there seems 
to be an almost unlimited demand for scrap by foreign consumers. When 
the price in this country of converting scrap into ingot is higher than the 
world market price for virgin aluminum, then the export demand falls off. 

5. When there is plenty of primary aluminum available in this country, 
the price of scrap is low and smelters ingot prices are at or below the primary 
aluminum level. 

6. When primary aluminum is in short supply in this country, the price 
of scrap is high, sometimes even higher than the temporarily unavailable 
pure pig, and the price of smelters ingot tends to rise above the primary pig 
and ingot price. 

The aforementioned facts interwork differently under different conditions. 

A. When primary aluminum pig and ingot are in abundant supply, the normal 
users of primary (which is at a fixed price which doesn’t vary with changes in 
supply and demand) will only enter the scrap market when serap is far below the 
virgin aluminum price. The normal users of scrap can purchase scrap for relatively 
low prices and their customers can purchase products produced from serap (in 
our case smelter ingot) at low prices. Unrestricted export of scrap (as in 1954) 
changes this picture entirely. Since serap moves in a free market, the exporter 
competes with the normal consumers and by bidding up the price purchases his 
requirements which are usually for very high grade serap. Since this high grade 
scrap is not limitless supply, the price of scrap for all users rises. If the demand 
continues, the price will rise until it is more economical for domestic consumers 
to use virgin aluminum rather than scrap. 

To illustrate—under these conditions the readily available virgin aluminum is 
used as a substitute for smelters pig unless smelters attempt to maintain their 
markets by underselling virgin aluminum and absorbing the price differential. 
This cannot continue long and in 1954 several smelters withdrew from the alumi- 
num business rather than try to buck these economics. 

B. Under a condition of short supply of primary pig and ingot, scrap is in 
demand by its normal users and by any other user of aluminum in any shape or 
form who can have the scrap traded or tolled for his needs. Under these conditions 
export further aggravates the shortage by being one more competitor in the 
already overcrowded market place. Under conditions of extreme shortage 
(as in most of 1955) the domestic demand for scrap is so extreme that foreign 
consumers cannot pay prices high enough to compete. ‘However, increased 
domestic production of virgin aluminum, release of stockpile calls against virgin 
producers, and/or lessened demand for aluminum products could make enough 
metal available to lessen the pressure on the scrap market and serap prices could 
weaken. When this occurs, and if export is allowed in large quantities, then the 
exporter will again tend to bolster the scrap aluminum price and will once again 
counteract the normal economics and disturb the normal relationships between 
scrap consumers and their normal customers. 

Who benefits from these conditions: 

1. The foreign user of serap who has a cheap source of aluminum. 

2. The exporter—though most of these are small companies operating 
out of offices in coastal cities, they are probably the largest gainer. 

3. The producer of scrap—he may receive more for his serap. 

4. The few scrap dealers, especially in coastal areas, who are prepared to 
package scrap for export. 

5. The three primary producers who don’t have to compete with low 
priced smelters ingot and who can then sell substantial quantities of virgin 
aluminum to the foundry and die casting industries who normally buy 
smelters ingot. 

Who suffers from this condition: 

1. The domestic scrap consuming industries whose product must sell for 
higher prices. 

2. The thousands of customers of the scrap consuming industries (in our 
case the foundries and die casters) who must pay higher prices and pass 
them on to their customers. 

3. The American publie who ultimately pay more for the products they buy 


>~ 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, WASHINGTON, D. C. 


MINUTES OF THE MEETING OF PRiME ALUMINUM PRoDUCcTs INDUstTRY ADVISORY 
Commitren, Auaust 24, 1955 


W. J. Edmunds, Jr., director, Aluminum and Magnesium Division, Government 
presiding officer 
Committee members: 
*DPD. Wilmot, Aluminum Company of America, Pittsburgh, Pa. 
W. E. Sprackling, Anaconda Wire & Cable Co., New York, N. Y. 
Terry W. Kuhn, Bohn Aluminum & Brass Corp., Detroit, Mich. 
*A_ P. Cochran, Cochran Foil Co., Louisville, Ky. 
*Lawrence M. Brile, Fairmont Aluminum Co., Fairmont, W. Va. 
Leo M. Harvey, Harvey Machine Co., Torrance, Calif. 
*§. S. Inch, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
*Leonard Starr, Michael Flynn Manufacturing Co., Philadelphia, Pa. 
*Frank R. Nichols, Nichols Wire & Aluminum Co., Davenport, Iowa. 
*John W. Douglas, Republic Foil & Metal Mills, Inc., Danbury, Conn. 
*Harold C. Wilson, Revere Copper & Brass, Inc., New York, N. Y. 
David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 
*Robert P. Stranahan, Stranahan Foil Co., South Hackensack, N. J. 
*George A. Ginsburg, United Smelting & Aluminum Co., New Haven, Conn. 
Arthur Lowery, Wyman-Gordon Co., Worcester, Mass. 
Lewis M. Burt, Youngstown Manufacturing, Ine., Youngstown, Ohio. 
Other industry representatives present: 
Clyde M. Adams, Bohn Aluminum & Brass Corp., Detroit, Mich. 
M. M. Caskie, Jr., Reynolds Metals Co., Richmond, Va. 
Government representatives present: 
Department of Commerce: 
Virginia Torosan, Bureau of Foreign Commerce. 
Business and Defense Services Administration: 
George Elliman, Adviser on Foreign Activities. 
Richard Blaisdell, Office of Public Information. 
Aluminum and Magnesium Division: 
W. J. Edmunds, Jr., Director. 
H. A. Frutig, Deputy Director. 
A. A. Snow, Assistant Director. 
Morris Bailkin. 
H. C. Erskine. 
J. H. Styer. 
Industry Advisory Committee staff: 
Charles R. Hersum, Director. 
Rose Robbins, summary writer. 
Other agencies: 
William 8. Floyd, Assistant Director, Materials, ODM. 
B. K. Slaughter, Chief, Light Metals Division, ODM. 
George 8. Hartman, Small Business Administration. 


PURPOSE OF THE MEETING 


The Prime Aluminum Products Industry Advisory Committee met on August 
24, 1955, to discuss the following matters: Current aluminum supply and demand 
probable fourth quarter 1955 demand, fourth quarter 1955 stockpile call, and 
other matters of mutual interest to the Government and the industry. 

W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, BDSA, was 
the Government presiding officer. 


OPENING REMARKS 


After opening the meeting, Mr. Edmunds expressed, on behalf of BDSA, appre- 
ciation for the time and effort contributed by the committee members in advising 
the Government on the complex problems confronting it. 


*Present at meeting. 
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He then spoke about the rules governing the establishment of industry advisory 
committees and the conduct of meetings. From a copy of a letter dated October 
19, 1950, addressed by the Department of Justice to the Secretary of Commerce, 
Mr. Edmunds read the requirements which should be met in order to minimize 
the possibility of violation of the antitrust laws. He also noted that minutes of 
meetings are kept, explaining that BDSA has continued NPA policy of reporting 
comments by industry representatives in an anonymous manner and of identifying 
only Government speakers. 


SUPPLY AND DEMAND SITUATION 


Copies of two tabulations were distributed to the committee members. One 
showed aluminum supplies for the period 1950-56 and demand from the second 
quarter 1950 through the year 1955. The other contained statistics on aluminum 
scrap for the period 1946-55. 

In response to Mr. Edmund’s request for comments, a member of this committee 
who also serves on the Aluminum Producers Industry Advisory Committee stated 
that he as well as other representatives of primary producers present at this 
meeting had already expressed themselves on the subject of supply and demand 
at the meeting held the previous day. He suggested, therefore, that representa- 
tives of other segments of the industry be heard from first. No objection was 
voiced to this procedure. 

Views expressed by the several members indicated that order bookings are still 
at a high level and will continue so through the fourth quarter. In fact, many 
members expected third quarter bookings to be surpassed in the fourth quarter. 

The industry was greatly aided by suspension of stockpile calls during the 
second and third quarters, the members said. The relief afforded by this action 
has enabled companies to keep their workers employed on a regular basis. 

The committee members expressed the firm belief that the growing demand for 
aluminum is not of a temporary nature. Superimposed upon a growing normal 
demand are abnormal demands arising as a result of strikes in the copper and brass 
industries and from the destruction wrought by the floods in the Connecticut 
Valley. The drop in demand that was expected after the recent aluminum price 
increased was announced never materialized. 

One industry member expressed the view that companies with electrical equip- 
ment on order for future expansion facilities may be faced with setbacks because 
of the diversion of equipment to disaster areas. 

Representatives of the primary aluminum producers stated that production of 
primary metal during the fourth quarter is expected to equal that of the third 
quarter. However, there is a possibility of a power shortage in the Pacific 
Northwest, but it is as yet too early to know for certain whether it will occur. 
If it does materialize, production will be somewhat affected. From all present 
indications, demands for all lines of products are expected to increase for the 
fourth quarter. 

An industry member noted that the aluminum supply is not keeping pace with 
demand and, had the industry not received assistance through suspension of 
stockpile calls, commitments would not have been met. From a rough analysis 
which the industry man made, he estimated that demand increases about 11 to 
13 percent per year over historical requirements. At that rate, a domestic 
capacity expansion of about 200,000 tons a year is called for. About 50 to 70 
percent of the existing capacity has been brought in by Government implementa- 
tion of one kind or another, he continued. Government aid has also been ad- 
vanced in other areas undergoing expansion, such as water and electric power. 
All this, he observed, makes the Government an interested party, and he ad- 
vocated that it take steps to see that an adequate supply of aluminum is made 
available to meet the needs of industry in general. The aluminum industry, 
he added, represents close to 1 percent of the gross national product. 

The industry man stated that he could not conceive of the military not being 
able to use every pound of aluminum produced because of the basic nature of the 
product. He urged the Government to offer certificates of necessity and contracts 
to people who want to enter the field. 

Mr. Edmunds explained that the Government is definitely an interested party 
with respect to aluminum. All agencies having even anything remotely to do 
with aluminum are taking an interest in the matter. aving industry’s views 
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on the matter is very helpful, he said, adding that the problem is one of deciding 
how far the Government should go in any business. Problems such as this are 


beyond the scope of the Aluminum and Magnesium Division’s responsibility, 
however, he explained. 


DISCUSSION OF FOURTH QUARTER STOCKPILE CALL 


The unanimous view of the committee was that the stockpile call for the 
fourth quarter of 1955 should be suspended. Should the call be made, many 
plants will have to curtail operations for lack of metal. Some companies may 
suffer considerable financial embarrassment because of inability to operate ex- 
panded facilities which were constructed with borrowed capital. Labor will also 
suffer if plants cannot operate. A fourth-quarter stockpile call will throw the 
industry into a chaotic condition, the industry members emphasized. 

All members were of the opinion that metal released by suspension of the 
stockpile call will be easily absorbed by the evergrowing demand. A representa- 
tive from the extruders segment of the industry cited a study made by the alu- 
minum extruders council which indicated a fourth-quarter demand from that 
segment alone of 133 million pounds. 

If the supply of metal is reduced from the present level, the members warned, 
fabricating companies will have to ration customers—a situation which will foster 
a lack of confidence in the industry. 

Asked whether the Office of Defense Mobilization is issuing certificates of neces- 
sity on aluminum expansions, William S. Floyd, Assistant Director, Materials, 
ODM, stated that no certificates are being issued at the present time but, he 
added, the matter is under study and a decision is expected to be announced soon, 


THE SCRAP EXPORT SITUATION 


Mr. Edmunds reported that about 4,500 tons of scrap licensed during the second 
quarter of 1955 have not as yet been shipped. The quota for this quarter was 
9,000 tons. During the third quarter, licenses to date have been issued for about 
1,000 tons against a quota of 5,000 tons. 

With one exception, the industry members urged that scrap exports be drasti- 
cally curtailed or eliminated entirely, maintaining that it is inconsistent to suspend 
shipments to the stockpile while at the same time allowing much-needed scrap to 
be exported. One member took the opposite view, stating that trade should be 
kept as free as possible. In the light of declining export shipments, he questioned 
the advisability of a complete embargo. Other committee members pointed out, 
however, that the decline in exports is attributable chiefly to the attractive prices 
which scrap dealers can obtain domestically. If any appreciable exports are au- 
thorized, such action is bound to influence domestic prices considerably. 


COMMITTEE RECOMMENDATIONS 


The committee recommended as follows: 

1. That the stockpile call for the fourth quarter of 1955 be suspended. 

2. That exports of aluminum scrap be drastically reduced or eliminated 
altogether. 

3. That another meeting of the committee be scheduled early in November 
at which the demand-supply situation will again be reviewed and recom- 
mendations made for first quarter 1956 action. 

Mr. Edmunds indicated that a decision on fourth-quarter action would be 
forthcoming in the very near future. It will, of course, be transmitted to the 
industry as quickly as possible in order to facilitate fourth-quarter planning. 

A meeting to discuss first-quarter 1956 action will be called as early as feasible. 


OTHER DISCUSSION 


Aid for flood-stricken areas.—On behalf of the industry, the committee offered 
to give all assistance possible to plants in flood-stricken areas. 
omparison of 1954 and 1955 consumption.—The estimate of the Aluminum and 
Magnesium Division is that total consumption of aluminum will be about 1 bil- 
lion pounds more in 1955 than in 1954, when 3.1 billion pounds were consumed. 
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Idle aluminum reduction facilities.—In answer to questions, the committee was 
told that the high cost lines at Badin and Massena, which produce for stockpile 
only, will be operated at a diminished rate during the fourth quarter preparatory 
to closing down the units entirely. Reduced operations were decided on to lessen 
the impact on labor. Insofar as industry is concerned, supply will not be affected. 

Report on aluminum producers I AC meeting.—At the close of the meeting, copies 
of a press release on the Aluminum Producers Industry Advisory Committee 
meeting held August 23, 1955, were distributed to the committee members. 


NEXT MEETING 


The next meeting of the committee will be held early in November, the date 
to be set by Mr. Edmunds. 








Section IX. Releases by the General Services Administration con- 
cerning aluminum expansion programs, October 18, 1950, to 
October 12, 1954 


AppREss oF Jess Larson, ADMINISTRATOR, GENERAL SERVICES ADMINISTRATION, 
BEerorE THE AUTUMN MEETING OF THE ALUMINUM AssocIATION, NEw YORK, 
N. Y., Ocroper 18, 1950 


Mr. Reynolds and gentlemen, I always feel at home with representatives of 
the aluminum industry. I’ve been in the aluminum business myself—in a limited 
sort of way—as many of you know. And from the way events are shaping up 
at present it looks as if I, as Administrator of General Services, and you gentlemen 
of the aluminum industry, will be seeing a great deal of each other in the days 
to come, 

I never talk to people in the aluminum industry on occasions such as this but 
what a thought occurs to me—as I am sure often occurs to you—of the extra- 
ordinary growth of this youngest of the metals. 

Not 100 years have passed since a most gifted, but unfortunate ruler, had the 
idea that this metal—which was then a precious metal—might some day take 
@ position of great importance for military uses. As you know, at that time the 
en of aluminum was only a few pounds a year and its price about $17 
a pound. 

If Napoleon III could come to New York today, not the least of the surprises 
awaiting him would be those sleek monsters of the sky—the commercial airliners, 
constructed almost entirely of aluminum. And that great building on the banks 
of the East River—which houses the United Nations. Its shining aluminum 
facade represents for us at the same time our greatest hope for lasting peace and 
a union of all nations. It is also an example and promise of the great progress 
which the aluminum industry has already made and the greater progress which 
is in store for it in the future. 

If I may be pardoned for mentioning it, another thought that occurs to me 
concerns my own personal connection with the aluminum industry. As Admin- 
istrator of the War Assets Administration, I was engaged in disposing of the 
Government-owned aluminum plants. Now, as Administrator of General Services, 
I am cast in the role of an important purchaser of aluminum metal and aluminum 
goods for our strategic and critical materials stockpile and also for the current 
needs of the Government. 

Looking back on those days at War Assets and the Government’s disposal of 
aluminum facilities, one is, I think, struck by the hesitancy displayed by American 
industry to take advantage of the opportunities which the Government disposal 
program offered. 

he first step in the disposal program was to send telegrams to all the principal 
companies in the nonferrous metal field and to all companies engaged in the 
fabrication of aluminum inviting them to indicate any interest that they might 
have in the acquisition of the aluminum plants. As a result of this solicitation, 
only three companies showed what might be considered a serious interest, and 
in the negotiations which ensued it became apparent that their interest was 
hedged about by serious doubts of ultimate success in this field. 

This sentiment was so pronounced that the original disposals made of the 
Government-owned plants to the 2 companies, which today account for approxi- 
mately 50 percent of our ingot capacity, was based on comparatively short-term 
lease arrangements, with a very moderate rental for the first 2 or 3 years of 
operation, and very liberal cancellation terms in favor of the lessees. 

Well * * * as you gentlemen know, a great deal of water has passed under 
the bridge since those original leases were entered into. The success of the 
new producers of aluminum has been very substantial. The Government has 
been able to sell the plants to the lessees and thereby withdraw completely from 
the aluminum industry. Up until a few weeks ago—in August, to be exact— 
the Government still retained two reduction plants with their equipment which 
could not be operated commercially because of the lack of power and were being 
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held in standby for national defense. However, even the equipment in these 
plants—at Riverbank, Calif., and Burlington, N. J.—has now been sold for 
removal and reinstallation in localities where power can be obtained. 

The total annual production of aluminum available for defense and civilian 
use is expected to be increased by about 100,000 tons a year as a result of the sale 
of this equipment. The purchasers were two companies new to the primary 
aluminum production field and to two companies already in the industry. 

The Apex Smelting Co. of Chicago bought 1 line of pots and 1 line of rectifiers 
which it will install in a new plant to be built in Arkansas. Apex has been in 
the secondary smelting business, but with the new equipment will go into primary 
aluminum production. 

Harvey Machine Co. of Torrance, Calif., purchased one line of rectifiers. This 
company at present operates an extrusion plant, but will begin the production 
of aluminum in a new plant to be built near Hungry Horse Dam, Mont. 

Reynolds Metal Co. bought 1 line of pots and 1 line of rectifiers for installation 
in its present plant at Jones Mill, Ark. 

Kaiser Chemical & Aluminum Corp. acquired 2 pot lines and 1 line of rectifiers 
for use in a new plant to be built near New Haven, W. Va. One of the pot lines 
will be used to match up with a line of rectifiers which it now has, so that the 
company will have a total of two additional pot line operations. 

The important thing about these transactions, gentlemen, is that a condition 
of the sales is that production with the additional equipment should be forth- 
coming within a year. In some cases, it may result as early as next March. 
Furthermore, the sales will bring about increased aluminum production in about 
the same time that it would have taken to reactivate the plants at Riverbank 
and Burlington. And, as a further advantage, these sales make possible better 
geographical separation of plants and will place production in areas where power 
can be obtained at low rates. 

To summarize then, the Government’s entire inventory of aluminum facilities, 
which at the beginning was represented by plants having an acquisition cost of 
approximately $700 million, has been reduced to the real estate and buildings at 
Riverbank and Burlington from which this equipment will be removed—and to 
an extrusion plant at Halethorpe, Md., and to an aluminum forgings plant at 
Erie, Pa., both of which are being held in the national industrial reserve. 

However, as I have indicated, my chief interest as Administrator of General 
Services, has now been diverted from the disposal of aluminum plants to the 
procurement of aluminum adn aluminum products. 

This is being carried forward under three programs: 

The General Services Administration purchases a vast number of aluminum 
products for use by the various Government agencies. This is handled by our 
Federal Supply Service. 

As the agency responsible for the purchase, care and handling of the stockpile 
of strategic and critical materials, the General Services Administration is a con- 
tinuing purchaser of bauxite ore and aluminum ingot. This function formerly 
was entrusted to our Federal Supply Service, but when the program took on a 
greatly increased importance under the defense program, we felt it necessary to 
set up a separate department in GSA to handle the stockpile more efficiently and 
to prevent its operations from interfering with the regular activities of the Federal 
supmy Service. This new department is known as the Emergency Procurement 

ervice. 

And finally, the General Services Administration has been entrusted, under an 
Executive order of the President which implements the Defense Production Act 
of 1950, with the purchase of metals, minerals, and other raw materials for the 
Government’s use and resale; and with the installation of additional equipment, 
processes or improvements as well as the installation of Government-owned 
equipment in private plants. 

These functions are primarily designed to increase the metals and commodities 
in short supply. Of these, aluminum is one of the most—if not the most—critical 
and it is very likely that the General Services Administration will play an impor- 
tant part in assisting in the expansion of aluminum metal production. 

So, gentlemen, what of the future? For you in the industry and for us in the 
Government. 

I suppose that almost everyone here will agree that there is not enough alumi- 
num metal producing facilities in the United States. Since the end of World War 
II, except for brief periods, metal producing facilities have been operating at 
capacity. And yet, during most of this period there has not been enough 
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aluminum to supply the demand. For long periods of time secondary metal has 
been selling at a higher price than virgin ingot. 

This is not a healthy condition for any industry. It is particularly true for a 
young industry which is growing as rapidly as aluminum and in view of the time 
required to construct and put into operation new production facilities. 

The shortage of aluminum facilities appears even more critical when our defense 
requirements are considered, and when one considers that the peacetime uses of 
aluminum may be expected to increase substantially over the long term. 

The extent of the aluminum shortage in the United States may be open to 
conjecture, but that a shortage does exist is clear. 

arious means have been made available under recent legislation whereby the 
Federal Government can assist the industry in increasing its production. Let me 
enumerate them briefly: 

First, there is accelerated amortization whereby 20 percent of the cost of 
facilities built for national defense may be deducted annually from income for 
tax purposes until they have been written off entirely. 

There are the loans made by private banks but guaranteed by the Government— 
as were the T and V loans during the last war—primarily designed to provide 
additional working capital. Also, the RFC loans in which the security of prin- 
cipal is not the chief consideration. 

As I have already mentioned, there is the installation of Government-owned 
equipment in private plants. 

The law and the President’s Executive order providing these facilities have 
only recently been promulgated and the regulations have not yet been set up. I 
can, however, promise you that they will be issued in the very near future. We 
in General Services have devoted a great deal of time and effort to our responsi- 
bilities and have been in continuous consultation with the other agencies involved 
in an effort to be in a position to do business under the new act at the earliest 
possible moment. 

And, finally, a further Government aid to increased production which has been 
on the books for some time, but which has recently greatly increased in scope, is 
the stockpile program—one of the primary responsibilities of the General Services 
Administration. This program not only provides a continuing market for 
aluminum, but will undoubtedly act as a cushion if a slackening in demand should 
occur. 

In view of the fact that a congressional hearing on the aluminum stockpile is 
scheduled for the lst and 2d of November before Representative Celler’s anti- 
monopoly committee and that I doubtless will be called upon to appear, perhaps 
it would be discreet for me not to discuss this matter further at this time. How- 
ever, when I accepted the invitation to talk with you gentlemen, I made up my 
mind to discuss all current problems openly and frankly. 

There are many people who sincerely believe that stockpile purchases should 
be discontinued during times of great civilian demands. I cannot agree with 
this view. 

The stockpile program was instituted in 1939, and never since the end of 
World War II has it assumed greater importance than at the present time. The 
stockpile is designed to afford protection to this country in the event of an emer- 
gency in many ways. If, for example, it becomes necessary during an emergency 
to expand capacity, the stockpile will be available until the new plants can be 
brought into operation. Should existing facilities be destroyed by accident, 
sabotage or military action, the stockpile will be available until rehabilitation can 
be effected. 

In short, the stockpile is one of the most critical elements in our defense picture. 
I conceive it to be my duty to continue to accumulate materials for the stockpile 
as rapidly as funds and conditions permit. 

It goes without saying that priority in stockpile purchases will always be given 
to domestic producers. However, if the domestic producers are unable to supply 
the stockpile without cutting down civilian supplies, in my opinion we should 
have recourse to foreign purchases. I am loath to disturb the civilian economy 
any more than is absolutely necessary except in time of emergency. The reason 
for this is obvious. An emergency, by definition is a temporary state and it is 
the duty of everyone to exert his maximum effort to terminate it successfully at 
the earliest possible moment. On the other hand, a period of preparation for 
possible war is not limited in time and may continue for many, many years. 

Basically, our soundest defense is a strong national economy and a flourishing 
industry. And I feel that there should be the least interference with the free 
flow of commodities to their normal market. 
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GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, Thursday, November 16, 1950, GSA-80 


The General Services Administration has entered into an agreement with the 
Aluminum Company of America for immediate reactivation of Aleoa’s idle 
aluminum production facilities at Massena, N. Y., and Badin, N. C., Jess Larson, 
Administrator of General Services, announced today. 

As a result of the agreement, about 55,000 tons of the metal will be delivered 
to the national stockpile during the calendar year of 1951 and 79,000 tons annually 
thereafter. Production will get underway in February. 

At the same time, Mr. Larson said that the National Security Resources Board, 
Defense Minerals Administration, Department of the Interior, and GSA are 
coordinating their efforts to bring about the construction of new facilities for 
greatly increased aluminum production. Negotiations are now being conducted 
not only with existing domestic aluminum producers but also with other interested 
parties. 

Mr. Larson said that under the Defense Production Act of 1950 he is offering 
substantial assistance to private enterprise for this planned increased production 
of aluminum. Such assistance would include accelerated plant amortization and 
agreement to purchase part of the expanded output. 

‘We are hopeful of getting this increased production at the earliest opportunity; 
and the Government feels strongly that this long-range program should be carried 
out with private capital insofar as possible,’ Mr. Larson declared. 

Mr. Larson said that for immediate defense requirements during the period 
before these new facilities can be brought into operation only three possibilities 
present themselves: (1) Reactivation of idle plants; (2) increased imports, and 
(3) reduction in civilian use. 

With the reactivation of Badin and Massena, all installed aluminum facilities 
of the United States will be in operation. Additional facilities already decided 
upon at Jones Mills, Ark., and Spokane, Wash., are expected to be in operation 
the early part of next year. 

The latter two installations will bring in an additional 50,000 tons a year. 

The possibility of increasing imports now is limited, Mr. Larson said, pointing 
out that although the Aluminum Company of Canada offered to supply some 
200,000 tons of aluminum to the United States, it was unable to deliver the bulk 
of this amount (125,000 tons) until 1953 and 1954. By this time, he added, all 
the new planned facilities in the United States will have come into production. 





GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, Saturday, November 25, 1950. GSA 83 


An agreement for the expansion of aluminum production by the Reynolds 
Metal Co. which will make available for Government purchase an additional 
100,000 tons of aluminum ingots per year was announced today by Jess Larson, 
Administrator of General Services. 

Under the agreement, which is part of a general aluminum production expansion 
prom being spearheaded by the General Services Administration, the Reynolds 

0. will: 

Construct a new aluminum plant capable of producing 75,000 tons annually. 
It is hoped that the new plant, the site of which has not as yet been definitely 
determined, will be in production by the first half of 1952. 

Expand existing facilities at Jones Mill, Ark., to produce an additional 25,000 
tons annually at this site. It is expected that these expanded facilities will be in 
operation by early 1951. 

Mr. Larson said the agreement provides for the purchase of aluminum by GSA, 
and that the Reynolds Co. may get assistance under provisions of the Defense 
Lae Act by recommendation of GSA to the National Security Resources 

oard, 

This assistance would include accelerated plant amortization and guarantee 
of loans should they be necessary to help finance the projects. 

Negotiations for the Government were conducted by Mr. Larson and James 
Boyd, Director of the Bureau of Mines and Acting Administrator of the Defense 
Minerals Administration, Department of the Interior. 


SR DCD ae ait a te te CATION = i ep it ats ce niet 





Wow 


‘aie 


Pe ATI NEN A. nb naa pet AAI! 





ALUMINUM INDUSTRY 1137 


The annual 100,000 tons of aluminum which the agreement will make available 
to the Government for stockpiling and other defense programs is in addition to 
79,000 tons which will result from the reactivation by the Aluminum Company 
of America of idle facilities at Massena, N. Y., and Badin, N.C. GSA and Alcoa 
agreed to the reactivation of these plants last week. 

Negotiations are under way with other aluminum companies for the expansion 
of existing facilities and the construction of new ones. 


GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, November 27, 1950. GSA-84 


Taking another step to increase aluminum production for stockpiling and other 
defense needs, the General Services Administration today reached an agreement 
with the Kaiser Aluminum & Chemical Corp. to expand its facilities to provide 
an additional 100,000 tons per year. 

Jess Larson, Administrator of General Services, said that the Kaiser agreement 
brings to 279,000 tons per year the amount of increased aluminum production 
brought about so far by the Government’s program for expansion of this industry. 

Last Saturday, an agreement with the Reynolds Metal Co. added 100,000 tons 
to the amount to become available for Government purchase. 

On November 16 the Aluminum Company of America agreed to proposals 
made by GSA and the Defense Minerals Administration to reactivate immediately 
its idle facilities at Massena, N. Y., and Badin, N. C., which have a 79,000 ton 
annual capacity. 

In order to increase its capacity 100,000 tons, Kaiser will begin immediately 
an expansion program which calls for the construction of new facilities, a new 
plant or plants somewhere in the Southwest. 

Mr. Larson said that-the expanded facilities will be privately financed with 
assistance being given, if needed, under provisions of the Defense Production Act 
by recommendation of GSA to the National Security Resources Board. This act 
provides for loan guarantees and accelerated plant amortization. 

The first unit in the expanded Kaiser facilities is expected to be in production 
by September 1951, and the remaining units by April 1952. Kaiser production, 
which is presently 150,000 tons, will be increased about 66 percent. 

Kaiser has already agreed to step up production at its Spokane reduction plant 
by 20,000 tons. : 

Negotiations with the Kaiser company have been in progress for several weeks. 
GSA and the Defense Minerals Administration, Department of Interior, have 
been carrying out the aluminum expansion program in cooperation with NSRB 
and the Munitions Board. 


GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, November 29, 1950. GSA-85 


In a further step to increase aluminum production for stockpiling and other 
defense needs, the General Services Administration today announced that an 
agreement had been reached with the Aluminum Company of America to expand 
its facilities to provide an additional 120,000 tons per year. 

Previously ALCOA had agreed to reactivate immediately its idle facilities at 
Massena, N. Y., and Badin, N. C., which are capable of producing 79,000 tons 
annually. 

Jess Larson, Administrator of General Services, said the agreement with 
ALCOA will result in a total of 399,000 tons of aluminum per year being made 
avaliable to the Government under the stepped-up program for expansion of this 
industry. 

The agreement with ALCOA follows closely the one entered into on Monday 
(November 27) with the Kaiser Aluminum & Chemical Corp. for 100,000 tons. 

On November 25, the Reynolds Metal Co. agreed to add 100,000 tons to the 
amount to become available for Government purchase. 

ALCOA’s plans for expansion of its facilities call for the constructicn of one new 
aiuminum pot line at its Point Comiort, Tex., plant. This facility is expected to 
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go into production by the middle of 1952. ALCOA also will construct a new plant 
at a site not yet determined, and expects to have this facility in production within 
a year after completion of the pot line at Point Comfort, Tex. 

Mr. Larson said that under the agreement with ALCOA the expanded facilities 
will be privately financed with assistance being given, if needed, under provisions 
of the Defense Production Act by recommendation of GSA to the National 
Security Resources Board. This act provides for loan guarantees and accelerated 
plant amortization. 

Negotiations with the Aluminum Company of America have been in progress 
for several weeks. GSA and the Defense Minerals Administration, Department 
of Interior, have represented the Government in carrying out the aluminum 
expansion program in cooperation with NSRB and the Munitions Board. 


GENERAL SERVICES ADMINISTRATION 


OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, Wednesday, December 20, 1950. GSA-89 


Agreement with the Harvey Machine Company of Torrance, Calif., for con- 
struction of a new aluminum and alumina plant to produce 72,000 tons of the 
metal annually for stockpiling and other defense needs was announced today by 
the General Services Administration. 

Jess Larson, Administrator of General Services, said the agreement with Harvey 
Machine Co. brings to 471,000 tons per year the amount of increased aluminum 
production brought about so far by the Government’s program for expansion and 
reactivation of this industry. 

“Tt also adds a fourth primary producer to the industry,” he said, ““* * * the 
first since Kaiser began production of aluminum in 1945.” 

Agreements for expanded production with the Aluminum Company of America, 
the Kaiser Aluminum & Chemical Corp., and the Reynolds Metals Co., have 
already been announced by GSA. 

Harvey expects to construct its plant near Kalispell, Mont., and to be in pro- 
duction by the middle of 1952. 

Mr. Larson said that under the agreement with the Harvey Machine Co., the 
new plant will be privately financed with assistance being given, if needed, under 
provisions of the Defense Production Act by recommendation of GSA to the 
National Security Resources Board. This act provides for loan guarantees and 
accelerated: plant amortization. 

Inasmuch as the Harvey Co. will be a newcomer to the aluminum industry as a 
primary producer, it will be required to sell only 25 percent of its production in 
the open market. ALCOA, Kaiser, and Reynolds have obligated themselves to 
sell in the open market up to two-thirds of the metal produced in their new 
plants for a period of 5 years, and 25 percent to users with no primary producing 
facilities of their own for 15 years thereafter. 

Negotiations with Harvey have been in progress for several weeks. GSA and 
the Defense Minerals Administration, Department of the Interior, have repre- 
sented the Government in cooperation with NSRB and the Munitions Board. 


GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Release, Friday Morning Newspapers, February 23, 1951. 


The General Services Administration today leased a Government-owned 
aluminum and magnesium extrusions plant at Halethrope, Md., to the Kaiser 
Aluminum & Chemical Co., Jess Larson, Administrator of General Services 
announced. 

The lease is for a 5-year p.riod with options to renew. Rental paid the Govern- 
ment will be based on percentage of sales, with a minimum rental predicated on the 
appraised value of the facility. 

Mr. Larson said lease of the plant, which had been declared surplus and was 
being held in the national industrial reserve, was approved by the Munitions 
Board. He said the Kaiser company expects to begin production of aluminum 
extrusions within 60 days. 
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The plant was built by the Government during World War II and was operated 
7 the Revere Copper & Brass Co. This company continued to utilize a portion 
of the facility after the war in experimental work. 

The Government Printing Office more recently has occupied portions of the 
plant for storage purposes. 


GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, Tuesday, March 27, 1951. GSA-103 


The General Services Administration announced today it was undertaking, at 
the direction of the Munitions Board, to negotiate for the Commercial operation 
of the Government-owned aluminum forgings plant at Erie, Pa., operated during 
World War II by Aluminum Forgings, Inc. 

All firms which have expressed an interest have been asked to submit by 
March 30 proposals for leasing the plant, the last inactive aluminum forging 
facility in the national industrial reserve. 

Negotiations will be based on the technical and financial qualifications of those 
submitting proposals to produce the items for which the plant was designed by 
the Munitions Board. ospective lessees need not have defense orders. 

All proposals will be submitted to the Munitions Board for final consideration. 

The lease will be subject to the national security clause. 


GENERAL SERVICES ADMINISTRATION 


OFFICE OF PUBLIC INFORMATION AND REPORTS . 
GSA-111 
For Immediate Release, Friday, April 27, 1951. 

At the direction of the Munitions Board, the General Services Administration 
will turn over to the Department of the Army the Government-owned former 
aluminum reduction plant at Riverbank, Calif., Jess Larson, Administrator of 
General Services, announced today. 

The plant, operated by the Aluminum Company of America during World 
War II, will be used for the manufacture of steel shell cases. 

Mr. Larson said the major part of the equipment in the plant already has been 
sold and installed elsewhere to increase the country’s output of aluminum. 

The Riverbank plant has been idle since the close of World War II and held 
in the national industrial reserve by GSA. 


GENERAL SERVICES ADMINISTRATION 


OFFICE OF PUBLIC INFORMATION AND REPORTS 


GSA-135 
For Immediate Release, Thursday, October 11, 1951. 

The General Services Administration announced today that it had issued a 
letter of intent to the Reynolds Metals Co. for the construction of additional 
production facilities for primary aluminum in the amount of 60,000 tons per year. 
Reynolds Metals Co. is proceeding to finance this expansion by the use of private 
capital with General Services Administration offering a procurement contract 
and guaranty of such loans as might be required. This is the identical financing 
device under which expansion heretofore has been accomplished. 

Reynolds Metals Co. through its spokesman indicated. their plan to construct 
fifty-five of the sixty thousand tons involved in Arkansas in addition to its present 
facilities located in that State. 

The letter of intent also carried a provision for the construction of additional 
alumina facilities to the extent of 1,000 tons of alumina per day capacity. 
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GENBPRAL SERVICES ADMINISTRATION 


OFFICE OF PUBLIC INFORMATION AND REPORTS 
GSA- 136 
For Release in Morning Papers, Wednesday, October 24, 1951. 

A contract with the Aluminum Company of America for the construction of 
new facilities at Rockdale, Tex., to produce 85,000 additional tons of primary 
aluminum for stockpiling and other defense needs was announced today by the 
General Services Administration. 

Jess Larson, Administrator of General Services said the 85,000 tons of alu- 
minum will be in addition to the 120,000 tons which Alcoa will produce under an 
agreement reached with GSA last November. 

Alcoa also has agreed to expand its facilities at Mobile, Ala., to step up produc- 
tion of alumina 170,000 tons annually. 

Mr. Larson said that Alcoa will finance this expansion with private capital with 
assistance being given, if needed, under provisions of the Defense Production Act. 
This is the same method of financing which Alcoa employed under the previous 
agreement. 

A provision in the contract obligates Alcoa to sell in the open market up to, 
two-thirds of the metal produced, less the amount required by the Government 
for a period of 5 years, and 25 percent to users with no primary producing facilities 
of their own for 15 years thereafter. This provision is identical with that con- 
tained in agreements with other producers participating in the aluminum expan- 
sion program. 

Alcoa has advised GSA that its new facilities at Rockdale are expected to be in 
partial operation by late 1952. 


GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Release to Morning Papers, Friday, November 9, 1951. GSA-137 

An agreement with the Kaiser Aluminum & Chemical Co. to expand its facilities 
at Chalmette, La., to produce an additional 100,000 tons of aluminum for stock- 
piling and other defense needs was announced today by the General Services 
Administration. 

Jess Larson, Administrator of General Services, said that GSA had signed a 
letter contract with the Kaiser Co. which provides for doubling the capacity of the 
plant near New Orleans. An agreement for the initial 100,000-ton production at 
the Louisiana location was announced by GSA last November. The first alum- 
inum is expected to be poured next month, 10 months after construction was 
started on February 20, 1951. 

In addition to the increased production of aluminum, Kaiser also has agreed to 
expand its alumina plant at Baton Rouge, La., to step up production to 800,000 
tons of alumina annually, and to increase bauxite production in deposits now 
being developed in Jamaica, British West Indies. 

Mr. Larson said that Kaiser will finance the additional expansion of the Louisi- 
ana facilities with private capital. In return, he said, the Government guarantees 
to purchase for 5 years the production from the expanded facilities which the 
company cannot sell to industrial users. 

As in previous agreements, Kaiser Chemical & Aluminum is obligated to sell in 
the open market up to two-thirds of the metal produced, less the amount required 
by the Government, for a period of 5 years, and 25 percent to users with no primary 
producing facilities of their own for 15 years thereafter. A similar agreement is 
contained in contracts with other producers participating in the aluminum 
expansion program. 





GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Release to Morning Papers, of Thursday, June 18, 1953. GSA-211 


More than 90 million pounds of primary aluminum will be made available to 
independent fabricators by the 3 present producers during the third quarter of 
1953, Edmund F. Mansure, Administrator of General Services, announced today. 
This is over and above purchases for the national stockpile and set-asides for 
the Atomic Energy Commission and the Department of Defense. 
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Mr. Mansure said that as a result of the Government-industry expansion and 
speedup program, total production of primary aluminum during the third quarter 
will be over 650 million pounds, of which approximately 220 million pounds will 
come from new facilities. 

Construction under the first and second rounds of the aluminum expansion 
program is about 75 percent completed. By the time all plants are finished total 
production capacity will be well over 3 billion pounds of primary aluminum 
a year. 

In addition, the Government is seeking to interest independent producers in 
a third round of aluminum expansion, and GSA has signed one such contract 
with the Harvey Machine Co., of Torrance, Calif. Plants to be built under this 
contract are scheduled for completion by May 1, 1955. 

The General Services Administration has supply contracts with all of the 
three present producers—Aluminum Company of America, Reynolds Metals 
Co., and Kaiser Aluminum & Chemical Corp. With the termination of the 
controlled materials plan on June 30, a provision of these contracts relating to 
independent fabricators comes into force. 

Under this provision the producers have agreed to make two-thirds of all 
aluminum produced by the new facilities, less the amounts charged to this total 
for Government requirements, available for purchase by nonintegrated users 
during the first 5 years of operation. For the ensuing 15 years, they have agreed 
to offer 25 percent of their expanded production to the nonintegrateds. 

Actually the 90-million-and-some pounds of primary aluminum (pig, ingot, 
and billets) to be sold by the 3 producers to nonintegrated users during the third 
quarter is greater by some 18 million pounds than the amount they are required 
to sell to such users under the two-thirds rule. 

The 18 millicn pounds to be sold to nonintegrated users over the minimum 
required by the contracts brings the total for the quarter to approximately the 
same amount of primary aluminum available to nonintegrated fabricators during 
the present quarter. 

GSA’s contracts with the producers provide that aluminum earmarked for 
incepencent fabricators must be advertised for sale on a first-come-first-served 
basis unless previously sold through regular contractual arrangements. The 
companies have advised GSA, Mr. Mansure said, that all the aluminum available 
for sale to the nonintegrate’s during the third quarter has been contracted for 
on a long- or short-term basis. 

“It is gratifying,”’ Mr. Mansure said, “that the pro¢ucers of primary aluminum 
have found it possi‘le to make more aluminum available to the nonintegrated 
users during the forthcoming quarter than the minimum amount called for under 
the contracts. 

“As more facilities come into procuction, I hope that even greater amounts 
may be mare available to the incepencent fabricators. At the same time, it 
must. be emphasized that, cespite the tremencous amounts of aluminum now 
being proe ucec and the still greater pro uction aheac, our all-important ¢efense 
requirements will continue to put a limit on the quantities of aluminum that 
can be ma”e available for other uses. 

“The Government-ine ustry program is aimed at enough production of primary 
aluminum to satisfy all requirements—civilian, military, and stockpile. We all 
look forward to the attainment of that goal.” 


GENERAL SERVICES “ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


Advanee Release for Morning Papers, Wednesday, June 24, 1953. GSA-211 


A special interagency committee has been set up in the General Services 
Administration to oversee distribution of primary aluminum to nonintegrated 
fabricators throughout the country under GSA's supply contracts with domestic 
producers of the metal, Edmund F. Mansure, Administrator of General Services, 
announced today. 

With the inauguration of the new defense materials system on July 1, a pro- 
vision of the GSA-industry contracts which was not operative under the con- 
trolled materials plan will be the basic for determining the minimum quantities 
of primary aluminum which must be made available for purchase by noninte- 
grated users and the methods by which it will be sold. 

Frederick W. Witt, of the ienianen Procurement Service, GSA, will be 
chairman of the new committee. Other members will be Arthur A. Snow, of 
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the National Production Authority; George F. Dudik, of the Office of Defense 
Mobilization, and E. Minton Holland, of the Office of General Counsel, GSA. 
Headquarters of the committee will be in the GSA Regional Office Building, 
Seventh and D streets SW., Washington 25, D. C. 

The new unit will work with the producers and the nonintegrated fabricators— 
manufacturers who use aluminum but who do not produce the primary metal— 
on all matters relating to the producer-to-fabricator provision of the contracts 
but will not have responsibility for overall administration of the contracts, Mr. 
Mansure said. 

Matters relating to purchases for the national stockpile, which is the Emer- 
gency Procurement Service’s principal function, will be handled, as at present, 
by the Purchase Division of EPS. General administration of the contracts will 
be the responsibility of A. J. Walsh, Commissioner of the Emergency Procurement 
Service. 

The provision of the contracts relating to nonintegrated fabricators requires 
the producers to make available to the nonintegrateds two-thirds of all additional 
production covered by the contracts, less the amounts charged to this total for 
Government use. 

Purchases for the national stockpile are deducted in total from the two-thirds 
figure, while set-asides for the Atomic Energy Commission and the Department 
of Defense are charged against the companies’ total production and prorated 
against new production. 

The stockpile purchases and set-asides are scheduled in advance on a quarterly 
basis. As announced recently by Mr. Mansure, the producers will sell to the 
nonintegrated fabricators more than 90 million pounds of primary aluminum 
during the forthcoming quarter of 1953, approximately 18 million pounds above 
the minimum required under the two-thirds rule. 

The only companies now producing primary aluminum under supply contracts 
with GSA are the Aluminum Company of America, Reynolds Metals Co., and 
Kaiser Aluminum & Chemical Corp. Their total production during the third 
quarter will be approximately 650 million pounds, of which approximately 220 
million pounds will come from new facilities. 

Estimated output of primary aluminum by the 3 present domestic producers 
for 1953 will be close to 2 billion pounds, as compared with approximately 1% 
billion pounds before Korea. And construction under the first and second rounds 
of expansion is only about 75 percent completed 


GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Release to Monday Morning Papers, October 5, 1953. GSA-229 


More than 101 million pounds of primary aluminum will be made available to 
independent fabricators during the fourth quarter of 1953, Edmund F. Mansure, 
Administrator of General Services, announced today. 

Mr. Mansure said this is 40 percent more than the amount required under 
existing contracts the Government has with the major aluminum producers. 

“Under the contracts,’ Mr. Mansure said, “a minimum of two-thirds of all 
aluminum produced by new facilities, less purchases for the national stockpile 
and set-asides for the Atomic Energy Commission and the Department of Defense 
must be made available to nonintegrated users. The new facilities are those 
covered by expansion contracts between the Government and the aluminum 
industry.” 

Contracts with the three major producers—Aluminum Company of America, 
Reynolds Metals Co., and Kaiser Aluminum & Chemical Corp.—require that 
they offer two-thirds of their new production less United States Government 
needs, to nonintegrated users of aluminum for a period of 5 years from the date 
expansion started. For the next 15-year period, 25 percent of expanded pro- 
duction will be offered to nonintegrateds. 

The 101 million pounds announced today has already been contracted for. 

Total production for the fourth quarter will be about 651 million pounds. 
Of this amount, approximately 231 million pounds will result from new production. 

During the third quarter of 1953, fabricators had available 90 million pounds. 
Production from new facilities for that period was approximately 220 million 
pounds, and total production totaled 650 million pounds. 

When all plants involved in the present aluminum expansion program are 
completed, annual production will be well over 3 billion pounds. 
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GENERAL SERVIcES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, Tuesday, February 23, 1954. GSA-255 


More than 70 million pounds of primary aluminum made available as a result 
of preduction from new facilities will be purchased by independent fabricators 
during the first quarter of 1954, dmund F. Mansure, Administrator of General 
Services, announced today. 

Mr. Mansure said this amount was offered by the three major producers to non- 
integrated users and is approximately 90 percent more than contracts with GSA 
require to be offered. (Nonintegrateds use but do not produce the metal.) 

Total estimated aluminum production for the quarter will be 693,200,000 
pounds, Mr. Mansure said. Of this amount, 260,887,000 pounds will come from 
new facilities. 

The amount which must be offered to nonintegrated users is two-thirds of the 
new producti ion, less (1) a proportionate share of set-asides for the Atomic Energy 
Commission and Department of Defense and (2) the requirements of the national 
stockpile from new aluminum facilities. 

In the last quarter of 1953 users bought 101 million pounds made available as a 
result of new production. Total production for that period was 651 million 
pounds and 231 million pounds came from new facilities. 

GSA has this type of contract with Aluminum Company of America, Reynolds 
Metals Co., and the Kaiser Aluminum & Chemical Corp. 

Under the contracts, for the first 5 years from the time expansion of facilities 
started, the companies agree to offer the two-thirds percentage presently in effect, 
and for the following 15 years they will offer 25 percent of expanded production 
under the same rules. 


GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, Friday, June 4, 1954. GSA-273 


Production of aluminum from new facilities created under the Government’s 
expansion program will reach 403,407,600 pounds during the second quarter of 
1954, Edmund F. Mansure, Administrator of General Servi ices, said today. 

Mr. Mansure also announced that nearly 80 million pounds ‘will be supplied to 
nonintegrated users (who fabricate but do not produce the metal). 

Under GSA contracts with three primary producers, a percentage of new 
production must be offered to nonintegrated users. 

“This contractual requirement has again been met by the companies,’ Mr. 
Mansure said, “insuring a fair distribution of available metal to nonintegrateds. 

‘‘We think the program is working out very successfully. There have been no 
instances in the last 6 months in which nonintegrated users have advised us that 
metal was not available.” 

The contract formula applied in the program calls for offering nonintegrateds 
two-thirds of new production after a proportionate share of set-asides for the 
AEC and Department of Defense, and requirements of the national stockiple 
from new aluminum facilities. 

This formula applies for 5 years from the time expansion started. For the 
following 15 years, the producers will offer 25 percent of expanded production, 
instead of two-thirds. 

Companies producing in the program are the Aluminum Company of America, 
Reynolds Metals Co. and the Kaiser Aluminum & Chemical Corp. 

Total production from new facilities for the first quarter of 1954 was 260,887,000 
pounds. For the last quarter of 1953 it was 231 million pounds. 
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GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, Friday, September 10, 1954. GSA-291 

The General Services Administration announced today that aluminum produc- 
tion from new facilities created under the expansion program will reach 301,485,000 
pounds during the third quarter of 1954. 

A minimum of 63,345,000 pounds of aluminum is required to be made available 
to nonintegrated users (who fabricate but do not produce the metal). During 
the second quarter of 1954, 80 million pounds were made available to the 
nonintegrateds. 

GSA said that there have been no instances in the last 9 months in which 
nonintegrated users have advised that they were unable to obtain metal. GSA 
also said it had been advised by the producers that considerably greater quantities 
of aluminum are available to the nonintegrateds than the amount required to be 
set aside. 

Total production of aluminum during the second quarter of this year was 
303,407,000 pounds. During the first quarter it was 260,887,000 pounds. 





GENERAL SERVICES ADMINISTRATION 
OFFICE OF PUBLIC INFORMATION AND REPORTS 


For Immediate Release, Tuesday, October 12, 1954. GSA-297 


Geaeral Services Administration announced today an agreement to lease an 
aluminum forgings plant at Erie, Pa., to Kaiser Aluminum & Chemical Corp. 

Under the agreement, the corporation has become the operator of the Gov- 
ernment-owned plant. The lease will run for 5 years with renewal options by 
which the new operator may extend the term for 15 more years. 

The new agreement, based upon the solicitation of competitive bids, replaces 
a lease by which the plant has been operated since 1951 by Willys Motors, Inc. 
The installation, equipped also to produce magnesium forgings, has been turnin 
out aluminum forgings for aircraft and ordnance. The new operator has indicate 
that it will continue to produce for the same uses and has acquired the inventory 
and work in process of its predecessor. 

The forgings plant is 1 of 18 installations in the National Industrial Reserve 
which GSA maintains to support defense industries in a national emergency. 
The lease agreement pro: ides for operation under the national security clause by 
which production for defense uses may be required by the Government. 

In operation as a defense plant in World War LI, the installation represents an 
investment by Government of $8,500,000. Remov ed from productio1 i1 1945, it 
was restored to operation in 1951 and has been in production e°'er since. Under 
the agreement, the rental will be based on a percentage of gross sales with a fixed 
minimum. 
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